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MUTUAL SECURITY ACT OF 1952 


May 12, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Ricuarps, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 
[To accompany H. R. 7005] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 7005) to amend the Mutual Security Act of 1951, and for other 
purposes, having considered the same, report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 


That this Act may be cited as the “‘Mutual Security Act of 1952.” 

Sec. 2. Section 2 of the Mutual Security Act of 1951 is amended by inserting 
“(a)” after the section number and by adding at the end thereof a new subsection 
as follows: 

‘“‘(b) The Congress welcomes the recent progress in political federation, military 
integration, and economic unification in Europe and reaffirms its belief in the 
necessity of further vigorous efforts toward these ends as a means of building 
strength, establishing security, and preserving peace in the North Atlantic area. 
In order to provide further encouragement to such efforts, the Congress believes 
it essential that this Act should be so administered as to support concrete measures 
for political federation, military integration, and economic unification in Europe. 
Appropriations made pursuant to paragraphs 101 (a) (1), relating to military 
assistance, and 101 (a) (2), relating to defense support and economic assistance, 
of this Act may be used, pursuant to the applicable terms and conditions of the 
Mutual Defense Assistance Act of 1949, as amended, and of the Economic Coopera- 
tion Act of 1948, as amended (22 U. 8. C. 1501-1522), respectively, to furnish 
assistance (including, in the case of amounts available pursuant to paragraph 
101 (a) (2), transfers of funds) to any of the following organizations: (A) The 
North Atlantic Treaty Organization, (B) the European Coal and Steel Community, 
(C) the organization which may evolve from current international discussions 
concerning a@ European defense community.” 

Sec. 3. Title I of the Mutual Security Act of 1951 is amended as follows: 

(a) In paragraph 101 (a) (1), insert ‘‘, for Spain,” after ‘“‘parties to the North 
Atlantie Treaty’. 

(b) At the end of paragraph 101 (a) (1) add the following new sentence: ‘‘There 
jis hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $3,316,000,000, for assistance pursuant to the provisions of the 
Mutual Defense Assistance Act of 1949, as amended (22 U. 8. C. 1571-1604) 
to countries eligible for assistance under this paragraph; and in addition balances 
of any appropriations heretofore made pursuant to this paragraph unobligated 
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as of June 30, 1952, or subsequently released from obligation, are authorized to be 
continued available for obligation for their original purposes through June 30, 
1953, and to be consolidated with the appropriation hereby authorized.” 

(c) At the end of paragraph 101 (a) (2) add the following new sentence: ‘‘There 
is hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $1,637,300,000, to carry out the purposes and provisions of this 
paragraph; and in addition balances of appropriations heretofore made pursuant 
to this paragraph unobligated as of June 30, 1952, or subsequently released from 
obligation, are authorized to be continued available for obligation for their original 
purposes through June 30, 1953, and to be consolidated with the appropriation 
hereby authorized.”’ 

(d) Add the following new subsection: 

““(c¢) Not less than $25,000,000 of the funds made available under authority of 
subsections (a) and (b) of this section shall be used for economic, technical, and 
military assistance to Spain in accordance with the provisions of this Act. Unex- 
pended balances of appropriations made available for assistance to Spain pursuant 
to this section by the Act of October 31, 1951 (Publie Law 249, Kighty-second 
Congress), are authorized to be continued available until June 30, 1953.” 

Sec. 4. Title II of the Mutual Security Act of 1951 is amended as follows: 

(a) At the end of section 201 add the following new sentence: ‘‘There is hereby 
authorized to be appropriated to the President for the fiscal year 1953 not to 
exceed $606,370,000, to carry out the purposes and provisions of this section; 
and in addition balances of any appropriations heretofore made pursuant to this 
section unobligated as of June 30, 1952, or subsequently released from obligation, 
are authorized to be continued available for obligation for their original purposes 
through June 30, 1953, and to be consolidated with the appropriation hereby 
authorized.”’ 

(b) At the end of section 203, which relates to economic and technical assistance 
for the Near East and Africa, add the following new sentence: ‘There is hereby 
authorized to be appropriated to the President for the fiscal year 1953 not to exceed 
$55,000,000, to carry out the purposes and provisions of this section; and in addi- 
tion balances of any appropriations heretofore made pursuant to this section un- 
obligated as of June 30, 1952, or subsequently released from obligation, are 
authorized to be continued available for obligation for their original purposes 
through June 30, 1953, and to be consolidated with the apprepriation hereby 
authorized.” 

(c) After section 205 add the following new section: 

“Sec. 206. In addition to the amounts authorized by section 203, there is 
hereby authorized to be appropriated not to exceed $65,000,000 for carrying out 
the purposes and provisions of section 204 of this Act, relating to Palestine refugees 
during the fiscal year 1953; and not to exceed $76,000,000 for carrying out the 
purposes and ‘provisions of section 205 of this Act, relating to refugees in Israel, 
during the fiscal year 1953: Provided, That amounts appropriated pursuant to 
thi. section which the President finds cannot be effectively expended to carry out 
the purposes and provisions of sections 204 and 205 may be transferred to and 
merged with the appropriations authorized by section 203.” 

Sec. 5. Title I1] of the Mutual Security Act of 1951 is amended as follows: 

(a) At the end of section 301 add the following new sentence: ‘‘There is hereby 
authorized to be appropriated to the President for the fiscal year 1953 not to exceed 
$611,230,000, to carry out the purposes and provisions of this section; and in 
addition balances of any appropriations heretofore made pursuant to this section 
unobligated as of June 30, 1952, or subsequently released from obligation, are 
hereby authorized to be continued available for obligation for their original pur- 
poses through June 30, 1953, and to be consolidated with the appropriation 
hereby authorized.” 

(b) At the end of subsection 302 (a) add the following new sentence: ‘‘There 
is hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $408,000,000, to carry out the purposes and provisions of this sub- 
section; and in addition balances of any appropriations heretofore made pursuant 
to this subsection unobligated as of June 30, 1952, or subsequently released from 
obligation, are hereby authorized to be continued available for obligation for 
their original purposes through June 30, 1953, and to be consolidated with the 
appropriation hereby authorized. 

(c) Add the following sentence to subsection 302 (b): ‘‘Unexpended balances 
of allocations heretofore made to the Secretary of State pursuant to that proviso 
shall be continued available until expended.”’ 

(d) In the first sentence of subsection 303 (a) after the words “to be appro- 
priated to the President”’ insert the words “for the fiscal year 1953’. 





MUTUAL SECURITY ACT OF 1952 3 


(e) In the second sentence of subsection 303 (a) substitute for the words 1952” 
the words ‘'1953”’. 

(f) Immediately before the last sentence of subsection 303 (a) add the following: 
“In addition, the United States Department of the Army is hereby authorized to 
make available to the United Nations Korean Reconstruction Agency, at the 
time when that Agency assumes full responsibility for relief and rehabilitation in 
Korea, goods and services of a value not to exceed $67,500,000 which the Depart- 
ment of the Army then has on hand or on order for civilian relief in Korea and 
which the President determines should be contributed by the United States to 
the United Nations Korean Reconstruction Agency for use in its relief and reha- 
bilitation operations in Korea. The value of goods and services made available 
pursuant to the preceding sentence shall be credited toward the contribution to 
be made by the United States to the United Nations Korean Reconstruction 
Agency.” 

(g) The last sentence of subsection 303 (b) is hereby repealed. 

Sec, 6. Title IV of the Mutual Security Act of 1951 is amended (1) by adding 
at the end of the center heading ‘AND NON-SELF-GOVERNING TERRI- 
TORIES OF THE WESTERN HEMISPHERE”, (2) by inserting after ‘‘Re- 
publics” in section 402 the words ‘‘and non-self-governing territories of the 
Western Hemisphere’, and (3) by adding at the end of such title the following new 
section: 

“Sec. 403. In addition to the amounts heretofore authorized and appropriated, 
there are hereby authorized to be appropriated to the President for the fiscal year 
1953 not to exceed $62,400,000 to carry out the purposes and provisions of section 
101 and not to exceed $22,000,000 to carry out the purposes and provisions of 
section 402. In addition, balances of the appropriatior heretofore made pursuant 
to each such section unobligated as of June 30, 1952, or subsequently released from 
obligation, are authorized to be continued available for obligation for their 
original purposes through June 30, 1953, and to be consolidated with the appli- 
cable appropriation authorized by this section.”’ 

Sec. 7. Title V of the Mutual Security Act of 1951 is amended as follows: 

(a) Section 522 is hereby repealed. 

(b) In paragraph (3) of subsection (a) of section 501, insert before the period at 
the end thereof the following: ‘‘and the supervision, coordination, and evaluation 
of all reports prepared by agencies of the United States Government in the course 
of their operations under this Act, in order to prevent duplication of effort and to 
insure a reduction of reporting requirements to the minimum essential for effective 
operation.” 

(ec) In subsection (ce) of seetion 504, (1) strike out “transferred to or employed 
by the Mutual Security Ageney’’ and insert in lieu thereof “employed in the 
United States on programs authorized by this Act’? and (2) amend the second 
sentence of such subseetion to read as follows: ‘Such positions shall be in addition 
to those authorized by law to be filled by Presidential appointment, and in addi- 
tion to the number authorized by section 505 of the Classification Act of 1949, as 
amended’? 

(d) Before the period at the end of subsection (d) of seetion 504, add the 
following: ‘‘: Provided further, That, ninety days after the enactment of the 
Mutual Security Act of 1952, the number of civilian employees who are United 
States citizens, receiving compensation or allowances from the administrative 
expense appropriations authorized by this Aet, employed in the United States 
and overseas by or assigned to the Mutual Security Ageney, or employed by or 
assigned to the Department. of State or the Department of Defense for carrying 
out programs the appropriations for which are authorized by this Aet, and the 
military personnel assigned to such programs, shall be in the aggregate at least 
10 per centum less than the number so employed or assigned on January 1, 1952, 
except for such personnel of the Department of Defense engaged in the manufac- 
turing, repair, rehabilitation, packing, handling, crating, or delivery of matériel: 
Provided further, That after the Director has determined the reduction to be 
effected in each agency, the determination as to which individual employees shall 
be retained shall be made by the head of the ageney concerned”’. 

(e) Amend subsection (ec) of section 506 to read as follows: 

“(ce) Notwithstanding any other provision of law, beginning with July 1, 1952, 
the Secretary of Defense may furnish military assistance out of the materials of 
war whose production in the United States shall have been authorized for, and 
appropriated to, the Department of Defense: Provided, however, That nothing 
in this Act shall authorize the furnishing of military items under this subsection 
in excess of $1,000,000,000 in value. For the purposes of this subsection (1) 
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‘value’ shall be determined in accordance with section 403 (c) of the Mutual 
Defense Assistance Act of 1949, as amended, and (2) the term ‘materials of war’ 
means those goods, commonly known as military end items, which are required 
for the performance of their missions by armed forces of a nation, including 
weapons, military vehicles, ships of war under fifteen hundred tons, aircraft, 
military communications equipment, ammunition, maintenance parts and spares, 
and military hardware.”’ 

(f) Add at the end of section 506 the following new subsection: 

““(d) Of the funds made available for military assistance under the amendments 
made by sections 3 (b), 4 (a), 5 (a), and 6 of the Mutual Security Act of 1952, 
not less than $1.000.000.000 shall be expended for procurement of military end 
items from sources outside the United States.’’ 

g) Section 511 is amended by adding the following new subsection: 

“‘(e) In addition to the provisions of subsections (a) and (b) of this section, the 
Director, for the purpose of utilizing most effectively the resources of the United 
States made available by this Act to stimulate and accelerate positive accom- 
plishments toward mutual security, shall take whatever steps he may find suitable 
or appropriate to assure effective use by recipient countries of their resources, 
including fiscal and budgetary, for mutual security. In granting assistance under 
this Act, the Director shall take into account the progress made by such countries 
in the use of such resources for mutual security.” 

(h) In section 513, amend the heading to read “SpectaL Use or Funpbs’”’, insert 
“(a)” after “Src. 513.’’, and add at the end of such section the following new sub- 
section: 

“(b) Not more than $100,000,000 of the funds made available under the Mutual 
Security Act of 1952, of which not more than $20,000,000 may be allocated to any 
one country, may be supplied without regard to any conditions as to eligibility 
contained in this Act, or any other Act for which funds are authorized by this 
Act, when the President determines that supplying such funds is in the interest of 
the security of the United States. The President shall notify the Committee on 
Foreign Relations of the Senate and the Committee on Foreign Affairs of the 
House of Representatives upon making any such determination.” 

(i) Amend section 514 to read as follows: 


“SrRATEGIC MATERIALS 


“Sec. 514..In order to reduce the drain on United States resources and to 
assure the production of adequate supplies of essential raw materials for the 
collective defense of the free world, the Director for Mutual Security is authorized 
to initiate project: for, and assist in procuring and stimulating increased produc- 
tion of, materials in which deficiencies or potential deficiencies in supply exist 
among nations receiving United States assistance.” 

j) Amend:-section 516 by inserting ‘‘(a)”’ after “Sec. 516.”’ and by adding at 
the end of such section the following new subsection: 

‘tit To accompt! sh the purpost of ¢ ause | of sul secLIOn a ( f this section, 
under the coordination of the Director for Mutual Security 

i) The Mutual Security Ageney, cooperating with private business 
£TOUDS and governmental agencies to the fullest extent possible, shall en- 
courage @ greater participation by private capital in the guaranty program 
and shall develop broad criteria to facilitate such participation, including 
programs consistent with the purposes of the Act for International Develop- 
ment. The Agency shall also, in cooperation with such groups and agencies 
(including the International Bank for Reconstruction and Development), 
conduct a thorough study of the legal and other impediments, foreign and 
local, to privete investment abroad, and the methods and means whereby 
those impediments can be removed or decreased and shall make recom- 
mendations thereon to the Director for Mutual Security. 

(2) The Department of State, in cooperation with other agencies of the 
Government concerned with private investment abroad, and taking into 
account the study and recommendations described in paragraph (1) of this 
subsectian, shall accelerate a program of negotiating commercial and tax 
treaties, jor other arrangements where more suitable or expeditious, which 
shall include provisions to encourage and facilitate the flow of private invest- 
ment to countries participating in programs under this Act. 

(3) The Technical Cooperation Administration, taking into account the 
study and recommendations described in paragraph (1) of this subsection, 
shall encourage and facilitate a greater participation by private industrial 
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groups or agencies in private contracts awarded by the Administration, and 
shall, in cooperation with the Department of Commerce and the Mutual 
Security Agency, find and draw the attention of private enterprise to oppor-' 
tunities for investment and development in underdeveloped areas. 

“‘(c) The reports required by section 518 of this Act shall include detailed 
information on the implementation of this section.’ 

(k) Section 519 (a) is amended by adding immediately after the phrase ‘‘may 
be advanced” the words “out of funds made available for assistance under the 
Economic Cooperation Act” 

(1) Add the following new sections: 


“EXEMPTION FROM ContTRAcT AND ACCOUNTING LAWS ; 


‘Sec. 532. The provisions of section 119 of the Economie Cooperation Act of 
1948, as amended (22 U.S. C. 1517), shall apply to the performance of functions 
authorized by this Act. 


‘IEMPLOYMENT OF RETIRED OFFICERS OF ARMED FORCES 


‘Sec. 5383. Notwithstanding section 2 of the Act of July 31, 1894 (5 U.S. C. 62), 
any retired officer of any of the services mentioned in the Career Comper nae 
Act of 1949 may hold any office or appointment under this Act, and receive 
compensation in accordance with the provisions of the Act of June 30, 1932 (5 
U. » 50a 


*MovEMENT OF MIGRANTS 


‘Sec. 534. In order to encourage further the movement of migrants from 
European countries having surplus population, there is hereby authorized to be 
appropriated to the President $10,000,000 for use in making contributions for the 
calendar year 1953 to the Provisional Intergovernmental Committee for the 
Movement of Migrants from Europe established at Brussels, Belgium, on Decem-* 
ber 5, 1951: Provided, That no part of the funds authorized to be appropriated’ 
under this section may be used to pay the salary (or expenses) of the Director, 
General of the said Committee, if sue fh Director General was at any time employed 
by the United Nations Relief and Rehabilitation Ageney or the Internationa! 
Refugee Organization. 


“INTERNATIONAL FINANCE CORPORATION 

“Sec. 535. In order to inerease the participation of private enterprise and 
investment in developing the resources of the areas in which assistance is author- 
ized by this Act and to mobilize local capital for such development and invest- 
ment, such amount as may be required, but not to exceed $100,000,000 of the 
funds made available for assistance to further military production, economic and 
technical assistance under the provisions of this Act may be utilized for the pur- 
pose of subscribing to the capital of the International Finance Corporation, an 
affiliate of the International Bank for Reconstruetion and Development. 


“OckKAN FREIGHT CHARGES ON RELIEF PACKAGES 


“Src. 536. The authority to pay ocean freight charges on shipments of relief 
supplies and packages under subsection 117 (c) of the Economic Cooperation Act 
of 1948, as amended (22 U. 8. C. 1515 (e)), shall be continued and may be exer- 
cised after June 30, 1952, by any department or agency of the Government that 
the President may designate: oie ided, That, not to exceed $2,800,000 are author- 
ized to be appropriated to the President for - fiscal vear 1953 for use in paying 


ocean freight charges anes subsection 117 (c) of the Economic Cooperation Act’ 
of 1948, as amended. 


“INVESTMENT AND INFORMATIONAL MEDIA GUARANTIES 


“Sec. 5387. The authority to make investment and informational media guaran- 
ties under section 111 (b) (3) of the Economic Cooperation Act of 1948, as 
amended, shall be fully continued and may be exercised after June 30, 1952, 
notwithstanding any provision of this Act, by any department or agency of the 
Government that the President may designate.” 

Sec. 8. The Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 
1571-1604), is further amended as follows: 
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(a) Change the period at the end of the proviso in the first sentence of section 
403 (d) to a comma and insert thereafter the words ‘‘and after June 30, 1952, 
by an additional $200,000,000.”’ 

(b) Change section 408 (e) to read as follows: 

“(e) (1) The President may, from time to time, in the interest of achieving 
standardization of military equipment and in order to provide procurement assist- 
ance without cost to the United States,.transfer, or enter into contracts for the 
procurement for transfer of, equipment, materials, or services to: (A) nations 
eligible for assistance under title I, II, II], or 1V of the Mutual Security Act of 
1951, or (B) a nation which has joined with the United States in a collective de- 
fense and regional arrangement, or (C) any international military organization or 
headquarters when, in the opinion of the President, such assistance will further the 
purposes of this Act, or (D) any other nation not eligible to join a collective defense 
and regional arrangement referred to in clause (B) above, but whose ability to 
defend itself or to participate in the defense of the area of which it is a part, is 
important to the security of the United States: Provided, That, prior to the trans- 
fer of any equipment, materials, or services to a nation under this clause (D), it 
shall provide the United States with assurance that such equipment, materials, or 
services are required for and will be used solely to maintain its internal security, 
its legitimate self-defense, or to permit it to participate in the defense of the ares 
of which it is a part, or in United Nations collective security arrangements and 
measures, and that it will not undertake any act of aggression against any other 
state: Provided further, That in the case of any such transfer, the President shall 
forthwith notify the Committee on Foreign Relations of the Senate, the Commit- 
tees on Armed Services of the Senate and of the House of Representatives, and the 
Committee on Foreign Affairs of the House of Representatives. 

(2) Whenever equipment or material is transferred from the stocks of, or 
services are rendered by, any agency, to any nation or international organization 
as provided in paragraph (1) above, such nation or international organization 
shall first make available the fair value, as determined by the President, of such 
equipment, materials, or services before delivery or, when the President determines 
it to be in the best interests of the United States, within sixty days thereafter. 
The fair value for the purpose of this paragraph shall not be less for the various 
categories of equipment or materials than the value as defined in subsection (c) 
of section 403; Provided, That with respect to excess equipment or materials the 
fair value may not be determined to be less than the value specified in paragraph 
(1) of that subsection plus (a) 10 per centum of the original gross cost of such 
equipment or materials; (b) the scrap value; or (c) the market value, if ascertain- 
able, whichever is the greater. Before a contract is entered into, or rehabilitation 
work is undertaken, such nation shall (A) provide the United States with a 
dependable undertaking to pay the full amount of such contract or the cost of 
such rehabilitation which will assure the United States against any loss on the 
contract, or rehabilitation work, and (B) shall make funds available in such 
amounts and at such times as may be necessary to meet the payments required 
by the contract or the rehabilitation work in advance of the time such payments 
are due, in addition to the estimated amount of any damages and costs that may 
accrue from the cancellation of such contract or rehabilitation work: Provided, 
That the total amount of outstanding contracts under this subsection, less the 
amounts which have been paid the United States bv such nations, shall at no 
time exceed $700,000,000.” 

Sec. 9. (a) The second proviso in section 115 (b) (6) of the Economie Coopera: 
tion Act of 1948, as amended, is amended (1) by inserting “from” after “That” 
and (2) by striking out after “(Public Law 389, Eightieth Congress)” the words 
“shall be used” and inserting in lieu thereof the following: “there shall be allocated 
to the use of the United States Government whatever sums are necessary to meet 
United States expenditures for materials required by the United States as a result 
of deficiencies or potential deficiencies in its own resources: Provided further, 
That any deposit balance remaining in such account shall be used’’. 

(b) Section 115 (b) (6) of the Economie Cooperation Act of 1948, as amended, is 
further amended by adding at the end thereof the following: ‘The Administrator 
shall exercise the power granted to him by this paragraph to make agreements 
with respect to the use of funds deposited in the special accounts of ‘participating 
countries’ (as defined in section 103 (a) hereof) and any other countries receiving 
assistance under the Mutual Security Act of 1951, as amended, in such a manner 
that the equivalent of not less than $100,000,000 in such funds shall be used 
exclusively in programs furthering the objectives of section 516 of the Mutual 
Security Act of 1951. The amount to be devoted from each such special account 
for such use shall be agreed upon by the Administrator and the country or countries 
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concerned: Provided further, That whenever funds from such special account are 
used by a country to make loans all funds received in repayment of such loans 
shall be redeposited in such special account.” 

Sec. 10. The Act for International Development is amended as follows: 

(a) Add the following proviso before the period at the end of subsection 404 (b) 
as amended: ‘‘: Provided further, That for the fiscal year 1953 not to exceed 
$17,000,000 is authorized to be appropriated to the President for use in making 
contributions under this subsection’’. 

(b) Change subsection 413 (a) to read as follows: 

‘““(a) The President shall appoint, by and with the advice and consent of the 
Senate, an Administrator for Technical Cooperation, who, under the direction 
of the President or such other officer as he may designate pursuant to section 
412 hereof to exercise the powers conferred upon him by this title, shall be 
responsible for planning, implementing, and managing the programs author- 
ized in this title. He shall be compensated at a rate fixed by the President 
without regard to the Classification Act of 1949 but not in excess of $16,000 
per annum. The President may also appoint, by and with the advice and 
consent of the Senate, a Deputy Administrator for Technical Cooperation who 
shall perform such functions as the Administrator shall designate, and shall be 
Acting Administrator for Technical Cooperation during the absence or 
disability of the Administrator or in the event of a vacancy in the office of the 
Administrator. The Deputy Administrator shall receive compensation at a 
rate fixed by the President without regard to the Classification Act of 1949 
but not in excess of $15,000 per annum.” 

Sec. 11. There is hereby authorized to be appropriated to the President not to 
exceed $12,000,000 to enable him to make contributions to the United Nations 
International Children’s Emergency Fund, this authority to become immediately 
available and to extend through December 31, 1953: Provided, That the con- 
tributions shall be made in such a manner as to give assurance that they will not 
exceed 3315 per centum of contributions from all governments, including con- 
tributions made by governments for the benefit of persons located within terri- 
tories under their control: Provided further, That none of the funds authorized 
shall be used in duplication of the activities of other agencies of the United Nations 


1. CommirrEr ACTION 


On March 6, 1952, the President transmitted a message to the 
Congress, recommending the extension of the Mutual Security 
Program for the fiscal year ending June 30, 1953 (H. Doc. 382, 82d 
Cong.). Pursuant to this message, H. R. 7005 was introduced, by 
request, on March 11, 1952. 

Beginning March 13, the committee held hearings over a 7-week 
period (less the Easter recess). The committee heard testimony 
from 43 witnesses during 37 open and executive session hearings. 
Following the hearings, the committee in executive session adopted 
26 major amendments reflecting the considered judgment of the 
committee after careful study of the facts presented. 

Because of the extensive changes in the text made by the committee, 
the various committee amendments (which are summarized in the 
appendix of this report) have been consolidated for the convenience 
of the House by striking out all after the enacting clause and submit- 
ting the rewritten bill in the form of a single committee amendment. 
The following sections of the report explain the basis for the action 
taken by the committee. 


Il. Dancer or Sovier ATTACK 


The justification for continuing substantial United States expendi- 
tures for foreign assistance is the maintenance of the security of the 
United States. In determining how much to spend and the way such 


expenditures should be made, an appraisal of the current danger from 
Soviet aggression is esséntial. 
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A careful consideration of the evidence, as to Soviet strength and 
the distribution of Soviet forces, presented by General Bradley, 
Chairman, Joint Chiefs of Staff; General Gruenther, Chief of Staff, 
SHAPE; and others—many of the details being submitted in execu- 
‘tive session—leads to the conclusion that there has been no lessening 
of the danger of Soviet aggression which would justify any modifica 
tion or relaxation of the United States defense effort. 

- General Gruenther summarized Soviet military strength as follows: 


* * * The Soviets now have in being armed forces of approximately 4 
“million men. That number has not changed significantly in the last few years. 
It has remained about static. There are roughly 175 divisions, of which about 
60 are armored and mechanized, and the rest are infantry divisions. Nor has 
‘that number changed significantly in the last few years. It, too, has remained 
(practic ally static. 

What the Soviets have been doing though, is to modernize those divisions and 
‘make them more effective. Thus, they have been concentrating in the last 2 
vears on bringing their nfantry y divis sions up to their full equipment and training. 
‘They have also increase 4 the amount of trucks to provide greater mobility. 

. They have been ¢ m4 ding cavalry divisions, for example, into armored divi- 
sions. They have been perfecting these armored and mechanized divisions so 
that they have now the finest, the most effective army in the world today. 

I do not say that division for division every division is better, but I say the 
175-division force of the Soviets is a very potent force, if the 12 men in the 
Kremlin should ever decide to use it. 

The Soviets have some 20,000 operational aircraft in the Soviet Air Force. 
In particular thev have been and are now making good progress in the field of jet 
planes. The MIG~—15 and its exploits are well known to all of vou, so I shall not 
take vour time to go into all the details, other than to state it is an extremely 
fine airplane. 

There are some who think it is the finest jet in the world today. Whether 
that is true or not is academic. In any case, the MIG~—15 is a very good plane. 
It has given a good account of itself in battle. The Soviets are making a good 
manv of them. 

Of the 20,000 operational aircraft, I should say that in the neighborhood of 


1000 are jet planes. The rest are conventional-type planes. The long-range 
plane, which is called the Tupolev—that is the Soviet name for it—is about the 
Same as our B-29, In fact, it is a copy of our B—-29 that the Soviets captured 


toward the end of the war. They captured four B-29’s that had to make forced 
Jandings, and they have never returned them. 

The Tupolevys the mainstay of their strategic bombing force. As you know, 
the B-29 in the American force is obsolescent. They are still being used in 
Korea, but, generally speaking, they are phasing out. 

What we say about the Soviet air force is that it is an effective air force largely 
because of its numbers. It has quality, but its pilots are probably not as well 
‘trained as ours. But anything that thev lack in quality they make up in quan- 
titv, and if a conflict should take place, the Soviet air force would be a very, very 
potent force against us. 

On the naval side, most of the Soviet effort has been going into submarines and 
mines, a field in which they are becoming more and more accomplished. ‘There 
are now approximately 300 submarines in the Soviet Navy. 

You can get an idea of the importance of this figure when you realize that 
when the Germans started the last war they had something less than 60 sub- 
marines. You will recall the great amount of trouble that those 60 submarines 
gave. It would be an error, however, to feel that because the Soviets have five 
times that number that thev have five times an effective foree. They are not 
that good as mariners, or as submariners, vet. They know they are not that good. 
They are working very hard to improve their techniques. 


The best judgment of United States military leaders and diplo- 
mats is that the Soviets have not set a date for an attack on the 
west and that it is quite likely that the Kremlin has not yet reached 
a‘decision that an all-out war with the free world is inevitable. Never- 
theless, large Soviet forces, fully mobilized, are ready in Eastern Ger- 
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many and at other strategic locations to attack at a moment’s notice. 
If an order to attack comes, it will depend entirely on whether or 
not the Kremlin believes such an attack will be to its advantage. 
The continuous build-up of the military strength of the free nations 
is the best deterrent to such an attack. 


A. DESIRABILITY OF MAKING DEFENSE LINE AS CLOSE TO SOVIET 
BORDERS AS POSSIBLE 


To meet a Soviet attack as close to Soviet borders as possible is 
just as desirable today as it was a year ago when the Mutual Security 
Program was begun. In order to use the atomic bomb most effec- 
tively in our defense, it is essential that we have bases at strategic 
locations far from our own shores. 

It is important also to the seeurity of the United States that the 
mines, factories, and skills of Europe, as well as the resources of other 
nations of the free world, be kept out of Soviet hands. ‘The extent 
to which losing these resources to Soviet control would endanger the 
United States ability to meet Soviet aggression in the future is in- 
dicated by the following chart: 
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The United States is more dependent on imported materials than 
at any time in our history. This is due in part to modern technological 
advances, in part to the demands of modern defensive weapons, 
and in part to the exhaustion of our own mineral resources. The 
United States is dependent on imports from foreign countries of the 
following commodities as indicated by percentages: 


Percent Percent 
Natural rubber - - - - ce _««' 100} Cobalt... ist 93 
I Dot Son ; £5 _... 100} Manganese_-- a 93 
Chromite ___- ok Scio esc tin too ce cu, pie Scie cates 92 
Graphite det ie: 100} Lead___._- ae 55 
Industrial diamonds_-_-____-__--_- 100 | Copper. _ - - _- 42 
Sisal___ ere ee ae ; 100 | Zine - * Scie. s 40 
Nickel _ - - - - : 99 





For each M-47 tank the following strategic raw materials are re- 
quired: 


Pounds of chromium of which 100 percent is imported - --- = ae. ee 
Pounds of manganese of which 93 percent is imported a 950 
Pounds of nickel of which 99 percent is imported _ _ -- SE 520 
Pounds of tin of which 100 percent in imported _ berars 100 
Pounds of bauxite (the ore of aluminum) of which 65 percent is imported. - 6, 512 
Pounds of copper of which 42 percent is imported_____._______-_------ 1, 418 


All of these considerations indicate that the United States should 
revise its defense strategy by withdrawing behind our oceanic barriers 
only as a last resort and only after defense nearer to the Soviet 
borders has been proved impossible. 


Ill. Progress tro Date 


A, THE ORGANIZATION 

At home 

The Mutual Security Act became law on October 10, 1951. For 
the first time the component parts of United States foreign aid were 
brought under the unified direction and supervision of a single person 
in the Executive Office of the President—the Director for Mutual 
Security. Under section 502 (b) (1) the Director also became head 
of the Mutual Security Agency, the successor agency to ECA. 

The Director for Mutual Security is responsible for the adminis- 
tration of the following laws: 

1. Public Law 165, Eighty-second Congress—the Mutual Security 
Act of 1951. 

2. Public Law 472, Eightieth Congress—the Economic Cooperation 
Act of 1948. 

3. Public Law 329, Eighty-first Congress—the Mutual Defense 
Assistance Act of 1949. 

4. Public Law 213, Eighty-second Congress—the Mutual Defense 
Assistanc e Control Act of 1951 (Battle Act) 

Public Law 535, Eighty-first Congress—the Act for Interna- 
tional Development. 

6. Public Law 249, Eighty-second Congress—the Mutual Security 
Appropriation Act, 1952. 

By Executive order 10300 the President delegated to the Director 
certain functions that these several laws conferred upon the President. 
In the case of appropriations made to the President to carry out these 
laws the order provides that these ‘shall be deemed to be allocated 

99215—52——-2 
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to the Director for Mutual Security without any further action by the 
President.’’ The appropriations may be allocated “by the Director 
for Mutual Security to any agency, department, establishment, or 
wholly owned corporation of the Government for obligation or ex- 
penditure.”’” Among the powers the President reserved to himself 
were the appointment of officers requiring Senate confirmation, the 
transmittal of reports to the Congress, the termination or withdrawal 
of assistance, determinations of eligibility for assistance, and functions 
dealing with the transfer of funds. 

To provide for an exchange of views and for advice the Director 
has set up a Mutual Assistance Advisory Committee (MAAC) 
comprising representatives of State, Defense, Treasury, Defense 
Mobilization, and MSA, and presided over by the Director or his 
deputy. An observer from the Bureau of the Budget attends most 
meetings. This is not a policy-making committee. Its function is 
entirely advisory in character. Decisions are made by the Chairman 
in the Director’s name or are referred to him for decision. This ar- 
rangement permits the interchange of views among interested depart- 
ments and agencies without any derogation of responsibility. 

Last year the committee rec ognized that military assistance consti- 
tuted the major portion of United States aid abroad. This was a 
field that required competence in military matters. The committee 
recommended, and the Coperess adopted, a provision entrusting pri- 
mary responsibility for military matters to the Secretary of Defense. 
The essential features of his primary responsibility are enumerated 
as follows: 

(a) The determination of military end-item requirements. 

(b) The procurement of military equipment in a manner which 
permits its Glcnation with service programs. 

(c) Establishment of priorities in procurement and deliveries, and 
allocation of military equipment between recipient countries. 

(/) The supervision of end-item use by the recipient countries. 

(e) The supervision of the training of foreign military personnel. 

(f) Thé movement and delivery of military end items. 

The Director for Mutual Security was also made head of the 
Mutual Security Agency. Because of the multiple responsibilities 
conferred upon him provision was made for a Deputy Director. 
He is charged with carrying out those functions of the Economic 
Cooperation Administration which were transferred to the Mutual 
Security Agency, subject to the supervision and general direction 
which the Director exercises over the entire program. 

Abroad 

The Mutual Security Act provided for a special representative and 
a deputy special representative in Europe to carry out the functions 
of the Mutual Security Agency and the duties given to the Director. 
Last year the committee expressed its dissatisfaction with the geo- 
or aphic al division and consequent duplication of staff and ‘less 
efficient operations resulting from the establishment of NATO head- 
quarters in London and the ECA organization in Paris. The com- 
mittee observed “that it is desirable to have, insofar as possible, a 
single United States staff in Europe, operating under a single indi- 
vidual in a central location.’’ The decision of NATO at the Lisbon 
meeting to move the headquarters to Paris and to replace the Council 
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Deputies with a permanent council has contributed to the unification 
that the Congress desired. This move has made it possible to confer 
upon the special vepresentative in Europe a broad set of functions 
and responsibilities. These may be summarized as follows: 

(1) He represents the United States Government as a whole. 

2) He is responsible to and reports to the President. 

(3) He exercises general supervision over the European activities 
of the Mutual Security Agency. 

(4) He acts for the Director for Mutual Security in providing on 
a regional basis coordination, continuous supervision, and general 
direction of the military and economic assistance programs in Europe. 

(5) He is the United States permanent representative to the North 
Atlantie Council. 

(6) He is the senior United States civilian representative in Europe 
responsible for North Atlantic Treaty matters. 

(7) He acts in Europe for the Secretary of Defense in relation to 
North Atlantic Treaty and Mutual Security Program matters. 

The special representative is assisted by a political adviser and an 
economic and military adviser. 

The organization for mutual security, at home and abroad, is the 

ature of the committee and of the Congress, During the hearings 
the committee took the opportunity to ascertain from the witnesses 
their views on the organizational structure. No evidence was pre- 
sented to challenge the soundness of the principles embodied in the 
Mutual Security Act. . 

B. EUROPE 


1. Unification of Europe 

The Congress has gone on record as favoring the unification of 
furope and has indicated its belief that only by unification will 
Europe ultimately be able to defend and support itself. The prog- 
ress made by the countries of Europe toward unification is regarded 
by the committee as a significant index of the success being attained 
by the defense program to which the United States is contributing. 

(a) Couneil of Europe.—The continued expansion and increasing 
vigor of the Council of Europe is evidence of the unabated interest of 
the people of Europe in unification. The Council had its beginnings 
in August 1948 and was officially organized in May 1949. Its function 
has been and still remains that of providing a forum and making 
recommendations rather than that of a government. Nevertheless, 
its prestige and influence are increasing apparently because the people 
of Europe regard it as a symbol of unification in which they believe. 

(b) Schuman plan.—The Schuman plan for joining together of the 
coal and steel industries of France, Germany, Belgium, Luxemburg, 
the Netherlands, and Italy, was signed in April 1951 and is now in 
process of ratification. The concept of the plan is the creation of a 
single market in coal and steel that will permit the free play of com- 
petitive forces. It involves an unprecedented giving up of sovereignty 
by free nations to a supranational authority. It is perhaps the most 
concrete step yet taken in integrating the economy of Western Ger- 
many with those of its Western European neighbors; it is regarded by 
the six participating countries as the nucleus of their future federation. 
The plan has been ratified by everyone except Belgium, Luxemburg, 
and one house of the Italian Parliament. There is no doubt of its final 
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approval since the major steel-producing countries are in. The 
fact that the parliaments of France and of Germany have ratified the 
Schuman plan during the past winter can be regarded as of special 
significance as an indication of the subordination of national prestige 
and rivalry to demands of the present. 

Experience with the Schuman plan also indicates the time required 
to overcome the organizational and political obstacles encountered in 
bringing about the unification of Europe. More than a year since its 
signature the Schuman plan has not yet been ratified and put into 
effect although all the participating governments are supposed to be 
in agreement as to its desirability. France, which originated and 
promoted the plan did not complete ratification of it until April 2 
1952 (the French lower house ratified the plan last Dec ember). 
Luxemburg is in process of ratification, but it is not expected that 
the Schuman plan can become effective until Italy ratifies it after the 
Italian local el®ctions late in May. The time necessary to get the 
measures required to implement a program of unification through 
national parliaments must be taken into account in scheduling United 
States assistance. 

(c) Inclusion of Greece and Turkey in NATO.—The European 
nations have given further evidence during the past year of their 
determination to combine and organize as large a defense force as 
possible by their willingness to accept Greece and Turkey as members 
of the North Atlantic Treaty Organization. The complete integra- 
tion of these nations into NATO strategy and planning has not yet 
been accomplished. 

(d) European Defense Community.— Perhaps the most encouraging 
development of the last year has been the acceptance in principle 
by six European countries (France, Germany, Italy, Belgium, Liixem- 
burg, and the Netherlands) of a European defense force within the 
political framework of a European Defense Community. By this 
arrangement these countries will cease to have national armies, but 
instead will supply troops (in units approaching the army division in 
size) to a combined and integrated defense force under international 
command (now General Eisenhower and soon to be General Ridgway). 
This six-nation army is to be finarced from a common budget and 
supplied through a common procurement organization. The parlia- 
ments of both Germany and France have voted in favor of the concept 
of the European Defense Community and the other members agreed 
to the concept and to a procedure for integrating it with NATO at 
the Lisbon meeting last February. These agreements are now being 
drafted in treaty form. 

The European Defense Community is to be controlled by a com- 
mission which would be a sort of international department of defense. 
It would report to a European council, made up of ministers of the 
member countries and to a European assembly with parliamentary 
functions and representing parliaments. There would also be a 
European court to interpret or adjudicate the treaty establishing tne 
army. The contemplated structure is similar and could conceivably 
be the same as that provided by the Schuman plan, thus forming the 
basis for a European political federation. 

(e) The Lisbon meeting of the North Atlantic Treaty Council. 
Tangible evidence of the willingness of European countries to join in a 
concrete defense plan was given at Lisbon at the meeting of the North 
Atlantic Council last February. At that time it was agreed that the 
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NATO countries other than Greece and Turkey would provide, by the 
end of 1952, 50 divisions of which something over half would be in a 
state of combat readiness and the rest in rapidly mobilizable reserve 
units. Four thousand combat aircraft with the necessary airfields, 
supporting installations, and communication systems were also agreed 
to, as well as 704 major combat type naval vessels and 925 smaller 
combat type naval vessels. 

In addition to the agreement as to the forces to be provided, a plan 
for financing the NA’ ro program was also accepted at Lisbon. The 
European countries (including Germany, but excluding Greece and 
Turkey) agreed to spend the equivalent of $13.9 billion for defense 
during fiseal 1953. 

These programs for forces to be provided and for defense financing 
were worked out by the Temporary Committee of the North Atlantic 
Treaty Council under the chairmanship of Hon. W. Averell Harriman. 
Each country submitted to this international committee its full defense 
plans and its budget for critical analysis. Several countries revised 
upward their defense programs on the basis of the Temporary Com- 
mittee’s recommendations. Action of this kind is without precedent. 

In addition agreements were reached on the following points at 
Lisbon: 

The NATO headquarters would be moved from London to 
Paris where General Eisenhower’s headquarters and the Mutual 
Security Agency European headquarters are located. 

A permanent council to be continually in session replaces the old 
Council Deputies. The United States member is Mr. W. H. Draper, 
Jr., who is made head of all MSA operations in Europe, and chief 
United States representative to NATO. 

3. General Eisenhower's responsibilities were increased to give him 
power to recommend disposition of troops and the priority of their 
military assignment. 

The program and the financing of the bases, communication 
lines, port facilities (infrastructure) were agreed upon. 

The major issues essential to the reestablishment of German 
— ‘gnty were resolved, 

The concept of an integrated European army was agreed upon 
a a definite goal of 50 N ATO combat ready and reserve divisions 
in " 92 was set. 

An arrangement for the guaranty of Germany’s security by the 
N ATO members without admitting Germany to NATO was worked 
out. 

It has been agreed that West Germany is to get its new independent 
status—becoming an ally and not an occupied country—after an 
agreement between the Federal Republic of Germany and the three 
occupying powers has been reached and after the European Defense 
Community, with Germany as a member, is established. Germany 
must ratify both the ‘contractual arrangement” as to its future status 
and the treaty for the EDC. It is impossible for one to go into effect 
without the other. 

The contractual arrangement has not yet been agreed by the 
German Government. Negotiations have been going on for several 
months and reports of progress are continually being made. An 
agreed document is not yet ready for signing which then must be 
submitted to the legislative bodies of Germany, France, the United 
Kingdom, and the United States for ratification. 








16 MUTUAL SECURITY ACT OF 1952 


After the governments of the EDC countries agree on that treaty, 
the NATO countries agree on the guaranty of security to Germany, 
and the occupying powers agree with Germany on the contractual 
arrangement, all these documents require parliamentary ratification. 
European governments always represent a majority of the legislative 
branch so that ratification of a treaty is not as serious a problem there 
as it is in the United States. Nevertheless, these treaties involve im- 
portant surrenders by the European countries of national sovereignty 
and the very emotional question of German rearmament. Appeals 
by opposition parties to popular prejudice on these matters are easy 
and it is not always certain that treaties agreed to will be ratified. 

France made its approval of the EDC “idea”—the ratification of a 
treaty was not involved at this point—conditional on a requirement 
that no German forces should be called up until all the EDC countries 
had ratified the treaty. As a consequence a considerable interval may 
elapse before German troops can be called up. 

The Schuman plan (for uniting the steel and coal production of six 
European nations) has been ratified as yet only by the Netherlands, 
France, and Germany. © Belgium, Luxemburg, and Italy still must act. 
Since Germany and France, the two major producing countries, have 
ratified, there seems to be little question but that the rest will follow. 
The delay in ratification of the Schuman plan, which was signed in 
April 1951, may be an indication of the time necessary to bring these 
other treaties into effect. 

Getting the EDC under way once the treaty has been ratified might 
be less time consuming than the magnitude of the operation would 
indicate. The EDC will use the same assembly and the same court 
as the Schuman plan which presumably will be in effect by the time the 
EDC treaty is ratified. Furthermore, the constitutional processes in 
each country have been taken into account in providing for the repre- 
sentation of the member nations in the EDC so that it should not be 
necessary to hold en election in any country to designate its EDC 
representatives. 

In Germany. the Parliament has approved in principle German 
participation in! the EDC so that it is possible for the Government to 
go ahead with defense planning. Nevertheless, the actual setting up 
of a military procurement organization, the negotiation of contracts 
or even the installation of arms-making equipment in factories cannot 
begin until the contractual arrangement and the EDC treaty are 
ratified. 

Nevertheless, creating an EDC organization which can command, 
equip, and finance international armed forces will be a difficult and 
time-consuming task. The problems of conflicting national interest 
to be overcome and the legal obstacles to be surmounted or removed 
will add additional complications to the job of getting an international 
organization staffed by people of different nationalities so that it will 
function. 


2. Financing of defense by European nations 


Since mid-1950, the European NATO countries as a group have 
doubled the size of their defense expenditures, from about $4.5 billion 
in fiscal year 1950 to over $9 billion in the current fiscal year. The 
rate of military expenditure and of expansion and improvement of 
forces has been steadily rising, and expenditures will be stepped up 
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still further during the coming year. In fiscal year 1953, with German 
forces in formation and the efforts of the NATO members further 
increased, the total expenditures (including $2.7 billion for Germany) 
should be about $14 billion, to which Greek and Turkish military 
expenditure of nearly half a billion dollars will be additional. 

The total funds required from all countries in fiscal year 1953 to 
meet the Western European portion of the agreed NATO defense 
build-up are estimated at $17.7 billion. This sum covers the main- 
tenance, training, and equipping of European troops, necessary mil- 
itary construction, and the contracting for production of military 
equipment (including the starting of production on certain long-lead 
items that will become available the next year or after). It does not 
include the costs of maintaining United States and Canadian forces 
stationed in Europe, which are covered by the national defense budg- 
ets of the United States and Canada. 

In terms of dollar equivalents, this total cost breaks down approxi- 
mately as follows for the principal categories: 


{mount 

(hillions 
of dollars 

Ww equit 

Purpose: alent) 
Military personnel $3. 6 
Military and related construction 1:2 
Other operating expenditures 3. 3 
Other defense expenditures 2. 2 
Major matériel !__ 7.4 
Total . . Sa SET SF 


1 The figure for this item represents the sum of required appropriations (in Europe generally on an expendi 
ture basis, and in the United States on the basis of obligational authority). 
2 Includes Germany; excludes Greece and Turkey. 

It should be noted that the above figures include the non-NATO 
defense expenditures of the Western European countries, for example, 
French expenditures for the war in Indochina, British expenditures 
for troops and naval units in many parts of the world including those 
fighting in Malaya. As indicated above, these figures do not include 
Greece and Turkey. 

The European NATO countries will provide the vast bulk of the 
armed forces in Europe under the Lisbon plan of action. A large 
portion of the major matériel must be supplied from North America; 
in addition, a measure of defense support in the form of raw materials 
and equipment from the United States is essential to make possible 
the full European military contribution. The plan of action calls for 
meeting the cost of the European forces in the following manner 
during the fiscal year 1953: 


Pilli 
European countries’ own expenditure (made possible by $1.4 billion of 
defense support) ___ - $13. 9 
Funds for United States provision of end items. ; 13.8 


! Includes approximately $0.2 billion for training. 


NotTe.—The United States figure does not include the support of United States troops. 


These figures are not wholly comparable. The United States 
end-item figure represents the funds required for obligation during the 
fiscal year, and is substantially less than the scheduled delivery of 
equipment during the same fiscal year. On the other hand, a major 
part of the European share represents pay and operating costs. 
Because European rates of troop pay are low, in some cases only a few 
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cents a day, this amount does not represent the real economic value 
of the manpower thus withdrawn from productive employment. 

Similarly, European costs for feeding and clothing troops and ‘providing 
barracks and other facilities are substantially less than American costs. 

Hence, the European expenditures understate the real costs and 
burdens of defense borne by the Europeans. 

In terms of total resources devoted to defense, the European 
NATO countries will be spending between ; and 10 percent of their 
gross national product during the fiscal year 1953. The comparable 
figure for total security expenditures of the United States will be 
about double that percentage during the same period. 

The following table shows the amount and the relative burden of 
defense expenditures in countries of Europe: 


Western Europe defense expenditures—Total and percent of gross national product 


{ Millions of dollars] 


United States United States United States United States 
1938 de- fiscal year 1949-50 fiscal year 1950-51 fiseal year 1951-52 fiscal year 1952-53 
fense current prices current prices) | (current prices) | (1951-52 prices) 
Oountry expendi- 
ture as a 
percent Defense Percent Defense Percent) Defense Percent) Defense Percent 
f GNP \expend- of expend- of (expend- of expend- of 
itures | GNP | itures | GNP | itures | GNP | itures | GNP 
NATO countries 
Belgium-Luxemburg 2.5 167 2.6 200 2.9 435 5.6 713 9.0 
Denmark 0 45 1.5 AH 1.6 123 3.2 152 .Y 
France 7.2 1, 594 6.5 2 325 7.8 3, 460 9.8 3, 890 10.7 
Greece 5. 5 115 7.1 179 9.8 188 8.8 188 8. 6 
oe 
Ital 6.0 475 5 641 ee S47 5.0 1,075 6.1 
Net! ierlands 2.3 210 4.2 228 4.2 395 6.6 474 ae 
Norway 9 40) 2.4 67 2.8 115 3.9 150) 5.0 
Portugal 2.7 47 2.0 i) 2.1 58 2.3 tit 2.6 
Purkey 6.9 17 6.1 271 { 253 6.8 m2 7.6 
United Kingdom 6. 5 2. 105 5.7 9 665 6.7 3, 660 8.4 4,750 10.8 
fotal NATO 58 4 982 5.1 6, 632 6.0 9, 534 a2.) Sao 9.2 
i inv (f a | 
YP s 1 1. 190 4.9 1, 952 6.7 2.679 8.5 
l NATO 
Germany 1.3 6, O18 5. 1 7, 822 5.8 | 11, 486 7.5 | 14, 429 9. 1 
Aust 2.2 s 28 Mo 1 9 21 7 2 23 7 
Total 14 European 
countries 4 9.1 6, 046 5.0 7, S41 5.7 11, 507 7.3 | 14, 452 8.9 
Spain 2858 s02 
Yugoslavia 
Canada i 451 2.9 933 5.3 | 51,619 7.6 sslk ae Oni 
United States 1.2 | 12,800 5.1 | 21,974 7.1 | 45, 562 13.7 662, 301 17.8 
All Germany for 1936 ‘Plus Trieste oe with Italy). 
Represents occupation costs 5 Fiscal year ending Mar. 31, 1952. 
8 1937 6 Preliminary. 


Aside from the pay and.maintenance factor referred to above, 
which tends to understate the value of European resources—especially 
manpower—diverted to defense, any judgment on the size of the 
European effort must give major consideration to the per capita 
income level in Europe. The average per capita gross national 
product among the European NATO countries is about one-third 
what it is in the United States, with, of course, substantial variations 
from country to country. The level of tax receipts in several of 





MUTUAL SECURITY ACT OF 1952 19 


the countries, also shown in the following table, indicates that, while 
the incidence of taxation creates difficult problems in some countries, 
the total amounts of taxes collected from the people compares favor- 
ably with the United States in most cases. 


Tax Per capita | | Tax Per capita 
receipts gross receipts gross 
as percent) national as percent) national 


of gross product 
national | as percent 


of gross | product 


C . ; 
ountry national |as percent 


Country 


product, of United product, jof United 

1951 or States, 1951 or States, 

1951-52 ! 1951-52 1951-521 1951-52 
Austria 31.0 21 Italy - - E 2 20.7 17 
Belgium 23.0 40 | Netherlands 28.3 27 
Canada 23.9 68 Norway. 25. 1 41 
Denmark 18.6 42 Portugal 10.3 14 
France 30.7 38 | Turkey 216.4 8 
Germany (Federal Republic) 30.3 28 | United Kingdom 33.7 40 
Greece 216.7 13 | United States__ 25. 8 100 


1 Taxes collected at all levels of government. 
21950 or 1950-51, later figures not available. 


These are the factors that affect the size and composition of the 
United States contribution to the NATO defense effort of Europe. 
If the job is to be done and done on time, the full contribution of the 
United States is essential. The United States effort, combined with 
the European effort, will yield a balanced joint result of impressive 
size. Only through this combination of European and American 
efforts can there be achieved promptly a build-up of defensive strength 
in Europe providing a genuine deterrent to aggression. 


8. Determination of Europeans to resist aggression 


One of the most difficult issues confronting the committee is the 
question of whether or not the people of Europe can be counted on 
to fight if a Soviet attack comes. Two years ago there was a wide- 
spread feeling in Europe that it was better to be occupied than to 
be bombed and that it was not worth while trying to resist a Soviet 
attack. 

The situation in this respect, however, appears to be growing better. 
In the judgment of qualified observers the spirit of the people of 
Europe has substantially improved. A feeling has developed that 
resistance to the Russians is no longer hopeless. A significant state- 
ment was made by General Gruenther when questioned on this point: 


Mr. Smiru. The thought behind our foreign-aid program has always been that 
it is in the interest of our own national security. I am wondering if we have by 
virtue of that concept led the European countries into believing that whatever we 
are doing is solely in our interest and not in their own? 

General GRUENTHER. I think we have made great progress in convincing them 
that our effort is part of the whole idea of mutual security. 

A vear ago if you had asked me that question, I would have said, ‘“‘Well, I am 
a little bit worried about that,’’ because there was a very definite feeling at that 
time, such as ‘“‘this is a United States program. This is for United States defense.” 
There is an increasing understanding about it; I do not mean to say that there are 
not opposition voices. There is an increasing understanding that it is a mutual 
effort, ‘“‘It is our defense program,” they say, “rather than theirs,’’ meaning the 
United States. 

I think that has been encouraging. A year ago I would have been rather dis- 
couraged to answer that question. 
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General Gruenther also made the following statement on the morale 
of the European fighting forces: 

As to whether or not the European countries of NATO will fight—a problem 
which bothers many people—there is no question in our minds. We have had 
some very skeptical staff officers at our own staff who have come in with serious 
reservations, and as they have gone about and inspected the troops, there is no 
longer any question in their minds of the willingness to fight. 

The conclusion of the committee on this issue is that while no one 
can say with certainty that the people of Europe will fight effectively 
if the Soviet attacks, the determination to do so seems to grow rapidly 
as the ability to resist aggression develops. It is clearly to the advan- 
tage of the United States to foster this spirit and to meet a Soviet 
attack in Europe rather than to see Europe pass to Russia by default. 
Certainly nothing has occurred in the last year to cause us to alter 
our policy in this respect. We can feel today more certain than we 
were a year ago that the people of Europe have the determination to 
put up an effective resistance with the weapons and equipment our 
assistance makes available to them. 


Progre ss in delive ry of military end items 

A total of $11.5 billion of fiscal year 1950, 1951, and 1952 MDAP 
funds had been earmarked as of Mare h 31, 1952 for financing military 
assistance activities of the Department of Defense. By March 31, 
1952 over $11 billion of the earmarked funds had been made available 
by allocation to the Department of Defense. Of the total amount, 
about $8.7 billion had been obligated by March 31, 1952. A total of 
about $2.8 billion of MDAP funds earmarked for the Department of 
Defense remain to be obligated during the last 3 months of fiscal vear 
1952. 

(a) Value of end items shipped through February 29, 1952.—The 

Jepartment of Defense had supplied $1,796 million of military sup- 
plies and equipment as grant aid to eligible foreign countries under 
MDAP by February 29, 1952, including $416 million of excess stocks. 

European countries were the recipients of $1,292 million, or 72 per- 
cent of the tgtal equipment and supplies shipped through February 29, 

1952. The femaining shipments were about equally divided betwee n 
the Near East and Africa ($247 million) and Asia and Pacific area 
($257 million). The bulk of the shipments under MDAP through 
February 29, 1952 were in the categories of ordnance, $1,054 million; 
vessels and equipment, $264 million; and aircraft and equipment, $261 
million. 

b) Tonnage shipped through March 31, 1952.—Shipments from port 
during March 1952 of 228,350 measurement tons bring the cumulative 
total of all shipments under the grant-aid program to about 2,805,500 
measurement tons, including 263,700 measurement tons supplied from 
United States stocks overseas which were not delivered in oceangoing 
vessels. In addition, 309 aircraft and 55 vessels have been delivered 
under their own power. United States flag commercial vessels had 
carried 75 percent of all MDAP ocean shipments as of February 29, 
1952. 
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(c) Number of items shipped through March 31, 1952.—Substantial 
quantities of major categories of military end-items had been shipped 
as grant aid by March 31,1952. The followi ing table, based on prelim- 
inary data, shows the quantity shipped by number of units of items: 


Summary of selected major items shipped 


{In number of items and thousands of rounds of ammunition] 


| During During Cumulative 
Service and major item February March Mar. 31, 
1952 1952 1952 
| 
Army: 
Radios and radar _- a | 180 39 | 11, 113 
Tanks and combat vehicles 453 1, 251 | 9, 103 
Motor transport vehicles 533 3, 953 | 34, 901 
Small arms and machine guns 6, 307 7, 440 | 790, 171 
Artillery 4 a a ‘ | 231 310 | 11, 855 
Ammunition: | . 
Small arms and machine guns. : 22, 001 1 7, 624 | 289, 612 
Artillery 1 790 1214 19,310 
Navy: 
Vessels 0 5 334 
Aircraft - : 62 0 27 
Air Force: Aircraft... i ; 119 185 1, 330 


1 Thousand rounds, 


(d) Reimbursable assistance program.—By March 31, 1952, the mili- 
tary departments had received 852 active requests for reimbursable 
military assistance from 41 foreign governments through Department 
of State and Office of Military Assistance (OMA) channels. Of these, 
783 requests had been priced by the military departments at $1,107 
million and 574 requests had been funded in the amount of $539 
million. Through February 29, 1952, shipments to 29 countries under 
these requests totaled $71 million. 

In addition to purchases on requests placed through OMA, foreign 
governments had deposited funds in the amount of $5.8 million to 
pay for orders submitted directly to the military departments. 
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PROGRESS IN USE OF MDAP FUNDS ALLOCATED TO DEPT. OF DEFENSE 


FY 1950-*/19512/AND 1952 FUNDS 
On 29 February 1952, the Office of the Director for Mutual Security allocated an additional $1,208 million 
to the Department of Defense for third quarter requirements. Expenditures during the first eight (8) 
months of FY 1952 amounted to $1,244 million and were at an average monthly rate of about $150 million, 
In order to attain the estimate, based upon Service projections as of 15 March, of about $2,700 million of 
MDAP funds being expended during FY 1952, the Services must expend at the average rate of $365 million 
during each of the remaining four (4) months of FY 1952. 
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OF DOLLARS OF DOLLARS 
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and 1951 funds were extended for obligation thru 30 June 1952. 
igations include $873.2 million representing purchase requests placed on the Army Manage- 
subsequent placing of orders and awarding of contracts. However, only 39% of the total 


Arny, Navy, Air Force and MDAP orders placed on the Fund by 29 February 1952 had actually been covered 
vy contrac s, purchase orders and project orders, 
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Infrastructure 


Infrastructure is the name applied by NATO to the airfields, port 
and communication facilities necessary for common use to back up 
military forces. . 

United States dollars are being spent for the construction of such 
facilities in countries which receive United States aid under two dis- 
tinct and independent legislative authorizations and eens: 

Funds authorized by the Mutual See urity Act of 1951 (Public Law 
165, 82d Cong.) and appropriated by the Mutual Security Appropria- 
tion Act, 1952 ( ‘Public Law 249, 82d ¢ ‘ong.) are being used to finance 
a proportion, ee upon as the U nited States share, of the cost of 
certain common-use military installations, including airfields, com- 
munications and port facilities, which are designated as “infrastrue- 
ture.”’ These facilities are for the use of the forces in Europe under 
General Eisenhower’s command, including United States troops. 

Public Law 155 (82d Cong.), sections 102, 202, 301, and 302, au- 
thorizes among other things the establishment or development of 
“classified military installations and facilities.’”’ Appropriations au- 
thorized by chapter VI of Public Law 155 were made in the Second 
Supplemental Appropriation Act, 1952, Public Law 254, Eighty- 
second Congress. In addition, funds authorized and appropriated 
by the following laws of the Eighty-first Congress are being drawn 
upon: Public Law 564, title Il: Public Law 910, titles I and II; 
Public Law 843, chapter X; and Public Law 911, chapter X; Public 
Law 759, chapter X. 

Authorization of funds for this purpose for fiscal 1953 is not in- 
cluded in H. R. 7005. All such funds are to be provided in defense 
appropriation legislation. 

These funds are being used for two general types of construction in 
foreign countries. One is the construction of airfields, communica- 
tions, and other facilities exclusively for United States military use. 
The much-publicized air bases being constructed in north Africa fall 
in this category. 

The other is to finance the special facilities and equipment required 
by the United States in those common-use installations in Europe 
which are to be used primarily and permanently by United States 
forces; that is, the United States pays out of Mutual Security Act 
funds an agreed-upon share of the cost of all the infrastructure. 
This total includes only the bare essentials of the facilities. In the 
case of air bases, common-use expenditure includes only the building 
and surfacing of runways and other minimum essentials which any 
nation would need. The barracks, hospitals, machine-shop equip- 
ment, ete., which vary with the nation which is to use the field are 
paid for by the nation concerned. 

Under General Eisenhower’s direction, defense plans for Western 
Europe have been formulated which provide for airfields in desig- 
nated locations. A certain number of these have been assigned for 
the use of United States forces. The “finishing” of these fields for 
United States use is being financed with Defense Department funds. 

The original infrastructure program in Western Europe was de- 
veloped under the Brussels Treaty (Western Union) and is known as 
the “first slice.’ The term “‘slice”’ is used to cover a series of specific 
projects agreed for financing and/or completion during a given time 
period, generally a calendar year. The total cost of this program for 
the calendar vear 1951 was approximately $90 million. 
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In May 1951 the Supreme Allied Command, Europe, determined its 
minimum requirements for communications and airfields in the central 
European area. The cost of this program known as the “second slice,” 
was estimated at roughly $220 million, and was subject to negotiation 
by the countries concerned, including the non-European countries, 
United States and Canada, who have use of the facilities. Agreement 
was reached during the Ottawa meeting of the North Atlantic Council 
in September 1951 as to division of costs. 

Agreement was reached at Lisbon on the third slice calendar vear 
1952 infrastructure program of airfields, communications and head- 
quarters to be provided at an estimated cost of about $425 million. 

The percentage contribution of the various NATO countries to the 
common use infrastructure has been determined for each slice. The 
first slice involved only the countries participating in the Brussels 
Treatv (Belgium, Luxemburg, the Netherlands, the United King- 
dom, and France) before General Eisenhower took over and did not 
include the United States. The United States contribution to the 
second slice was 48.1 percent for the calendar vear 1952. The recent 
Lisbon negotiations resulted in agreement that the United States 
share in 1953 would be reduced to 42.8 percent. 


6. The tar situation 


Section 521 of the Mutual Security Act of 1951 includes, in part, the 
following: 


Funds made available for carrying out the provisions of title I of this act shall 
be available for United States participation in the acquisition or construction of 
facilities in foreign countries for collective defense: Provided, That no part of 
such funds shall be expended for rental or purchase of land or for payment of taxes. 


The intentions of Congress and its understanding of the significance 
of this language are made clear in the conference report on the Mutual 
Security Act of 1951 CH. Rept. 1090, 82d Cong.), pages 27, 28, which 
include the following: 


Administrative expenses (sec. 521).—During the conference the question was 
raised as to whether either the House or Senate versions of the bill had made clear 
that funds could be used for the acquisition or construction of facilities in Europe 
for collective defense. The committee of conference decided to make this authori- 
zation explicit, at the same time making equally explicit the prohibition of the 
use of our funds for rental or purchase of real estate, or for payment of taxes. 

The committee of conference considered prohibiting direct or indirect payment 
of taxes. They realized, however, that taxes go into the price structure of every- 
thing that is purchased in Europe or the United States, and therefore that it would 
be impossible, administratively if not literally, to buy anything or hire anyone ona 
basis that would preclude the possibility of having part of the funds going ulti- 
mately for taxes. The conference also learned that direct taxes are never paid 
by our authorities and that negotiations are in progress to eliminate ‘‘twilight 
zone”’ transactions. Therefore, it was felt that the limitation against the use of 
funds for payment of taxes was sufficient. 


On January 18, 1952, a special joint committee of the House of 
Representatives, made up of members of the Committee on Armed 
Services and the Committee on Expenditures in the Executive Depart- 
ments, under the chairmanship of the Hon. Porter Hardy, Jr., Vir- 
ginia, reported that— 

United States military construction in France is subject to French taxes * * * 


under the present arrangement about one dollar in five appropriated for construc- 
tion will go to the French Government in taxes. 





: 
; 





| 
) 
4 
. 
| 


ed 





MUTUAL SECURITY ACT OF 1952 25 


The Departments of State and of Defense report the following action 
since the Mutual Security Act of 1951 was approved October 10, 1951: 
On October 15 the North Atlantic Treaty Council Deputies were 
notified of the provisions of section 521 of the Mutual Security Act 
and that pending the completion of arrangements for making sure 
that no taxes were paid when expenditures were made for the acquisi- 
tion or construction of facilities for collective defense, the United 
States would withhold 30 percent of all funds obligated for such pur- 
poses. 

The executive branch made a further determination as to policy. 
Although holding that the prohibition against payment of taxes ap- 
plied only to infrastructure funds coming from appropriations by way 
of section 521 of the Mutual Security Act of 1951, the interested 
executive agencies interpreted the intent of Congress to be that the 
United States should not pay taxes on its expenses in connection with 
the common defense effort and that tax exemption would be sought on 
all dollar expenditures in connection with common defense. 

On November 20, 1951, negotiations were opened with all European 
NATO countries to carry out this policy. On January 1, 1952, a 
special delegation, composed of members of the staffs of the Depart- 
ments of State, Defense, Treasury, and of the Mutual Security Agency, 
arrived in Europe to carry on these negotiations. 

Agreements have been reached with Belgium, Denmark, France, 
Iceland, Luxemburg, Italy, Netherlands, and the United Kingdom. 

The contribution which dollar expenditures of the Department of 
Defense makes to the economic welfare of the countries in which the 
development of bases is being undertaken deserves emphasis. The 
fense Department estimates that its total dollar expenditures in 

15 European countries and their overseas ponseuioms will amount to 
$698 ,339,000 in the fiscal year ending June 30, 1952, and for these 
same countries the total will be $1,008,54: 3,000 in the fiscal year ending 
June 30, 1953. These expenditures include payments to local con- 
tractors, procurement of local supplies, expenditures of American 
personnel within the country, etc. 

These expenditures, while they are from the United States point 
of view strictly military, have the effect of providing what is essen- 
tially economic assistance to the 1 recipient countries. In effect, these 
United States dollar payments make it possible for these countries 
to export for dollars the services of construction contractors and the 
product of the labor going into earth moving and concrete making, 
the cement and brick used at bases, as well as the hotel and restau- 
rant services and the foodstuffs furnished to United States personnel. 

These “exports” have the further advantage that to a large extent 
they do not compete with or involve any reduction of the commercial 
dollar exports which a country can make. In general, the greater 
conversion of the economy of a country to defense, the less its ability 
to produce for export. When a country supplies us with bases for 
dollars, however, it is in effect finding a new dollar market for products 
which cannot ordinar ily be sold for dollars. 

The executive agencies point out that in their calculations of dollar 
deficits and dollar requirements for each country, they make full al- 
lowance for the dollar expenditures of the Defense Department in 
that country. 
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Press reports of American troops quartered during the past winter 
in tents at French airfields where runways and equipment were also 
inadequate, as well as other stories reaching the United States, have 
raised a question as to whether or not the NATO nations were drag- 
ging their feet. 

The executive branch reports that it was essential to complete the 
over-all plan for air defense and to allocate the air bases agreed upon 
as necessary among the participating countries before the United 
States could begin to build permanent facilities. We were given 
temporary use of certain European airfields last summer pending final 
determination of these matters. These decisions have now been made, 
and work is going ahead. 

The principal causes of delay are attributed by the executive de- 
partments not to lack of cooperation but to the legal and administra- 
tive action which each country has to take and which inevitably re- 
quires a long time. The various agencies of the French Government 
have to consult with each other and take time to reach agreement just 
as the departments of the United States Government do. If it is 
decided to locate a storage depot in a large, wooded park area in 
France, the French defense ministry has to consult with the French 
equivalent of the National Park Service and agree on plans for new 
roads, ete. 

Representatives of the Department of Defense who participated in 
air-base negotiations in France state that they found that the French 
negotiators always seemed to accept the fact that the airfields were to 
be built as rapidly as possible and to do their work as though they 
were cooperating with the United States toward a common purpose. 
There was no evidence of delay or of a go-slow policy although un- 
doubtedly the fact that at intervals there was no French Government 
in power made it impossible to get necessary ministerial decisions. 

The planning, negotiation, internal adjustments, contract letting, 
and other arrangements inevitably take months rather than weeks 
and the program has to wait until these things are completed. 


C. FAR EAST 

Indochina 

The struggle against communism in Indochina has resulted in 
extremely bloody and protracted fighting. The French Union forces 
and those of the Associated States are e ngaged i in bitter and continu- 
ous warfare against Communist-led Viet Minh insurgents backed by 
military support from Red China. The strategic importance of this 
country is great and its fall to the forces of communism would seri- 
ously jeopardize the continued freedom of the rest of the southeast 
Asian mainland. 

United States military assistance in the form of aircraft, weapons, 
ammunition, and other essential matériel has been provided on a high 
priority basis and has proved indispensable in maintaining the position 
of the forces fighting the Communists. Continued United States 
military aid on a similar scale is essential to assist in the fight against 
the Communists in Indochina, both for the benefit of that troubled 
area and also to hasten the day when trained French forces will be 
able to return to join in the defense of Western Europe. The drain 
of battle has been particularly severe on commissioned and noncom- 
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missioned officer cadres, which are desperately needed for training 
new troops for the defense of both areas 

During his testimony the former United States Ambassador to 
France, Hon. David K. E. Bruce, submitted the following figures on 
French strength in Indochina (as of January 1, 1952): 
Officers: 


Europeans aie oe, roe ho ee aig) GS 


North Africans and native colonials._............. GPC er ree & 176 
Europeans: 
Under contract: 
Noneommissioned officers aes yowateane ea 28, 300 
Enlisted men 5 vase bile aces Se 
Conscripts: 
Nonecommissioned officers__- eee hase 13 
Enlisted men ; Sat ee ae re 557 
North African: 
Noncommissioned officers. J iota <chtie a eenaie 1, 781 


Enlisted men_. : ’ 4 sca gs Sebi ted _ 30, 763 
Native colonials: 


Noncommissioned officers : ; ct dew ad eoehacke at: a 

Enlisted men : j ‘“ ‘ .. 78, 695 
WACS: 

Officers ‘a Cscmmiase® as 

Specialists a wghtine ties aie Le 


?. Other countries 


Although Indochina is the only country in south and southeast Asia 
engaged in a shooting war, all of these countries are menaced by 
external aggression and internal subversion. The menace of Com- 
munist invasion has been sufficient to place heavy and relentless 
pressures on the governments of these countries. An equally serious 
and, in some cases, more immediate threat is posed by the Communist 
use of subversive tactics where actual war is not being waged. These 
tactics are designed to disrupt and destroy existing institutions 
throughout the area. In the face of these threats the free nations of 
this area have had to build sufficient military strength to maintain 
internal security and to deter external aggression. 

At the same time they have been, and are, faced with tremendous 
internal problems to maintain the confidence and support of their 
peoples. While some of the countries of southeast Asia have received 
military assistance, all of them as well as those of south Asia, have 
received economic and technical assistance. An economic aid pro- 
gram has been directed toward helping these countries establish and 
maintain strong, stable governments, increasingly able to command 
popular support. Such support is directly related to the vigor with 
which these governments tackle the chronic and basic problems of 
food shortages. The United States, through technical cooperation, 
consisting of services and supporting su] pplies, has laid the round 
work for the economic development of these countries. 


D. NEAR EAST 


It would be difficult to exaggerate the importance of this area to the 
whole free world. It contains vital resources, and is the strategie land 
bridge between Europe and Asia. 

In spite of the fact that a very real danger of military aggression 
overhangs this area, almost all of the countries are precluded by basic 
economic weakness from maintaining substantial military forces of a 
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modern character. Discussions leading toward the formation of a 
Middle East Command to achieve a unified defense of the area are 
in progress. 

Political unrest and intense nationalism characterize many of the 
countries in this area, and in part reflect deep-rooted social and 
economic ills. All of the countries in the region have natural resources 
not now being used effectively; and the causes of poverty lie in ineffi- 
cient and unscientific land and water use techniques, an untrained and 
inefficient labor force for industry, antiquated feudal land-tenure 
systems, an inadequately developed land and water resource base, and 
a lack of capital for investment, except for the petroleum industry in 
a few of the Arab States. 

The poverty resulting from these factors, together with the disease 
and illiteracy contributing to them, form a vicious circle which we can 
help to break by the application of technical skills. 

It is our objective in the Middle East to assist the people and govern- 
ments of the area to achieve not only greater military security, through 
the Middle East Command and limited military assistance, but also 
to assist responsible leaders in getting under way orderly reform and 
development, in which the energies of the people can find constructive 
expansion. Our purpose is to demonstrate to these countries, by 
concrete cooperative effort, that they themselves can achieve their 
desires for economic and social progress as a part of the free world. 
People who have evidence of this will not turn in desperation to 
communism, 


IV. Fiscat Year 1953 ProGram 
A. MUTUAL SECURITY PROGRAM—1952 AND 1953 


H. R. 7005 extends the Mutual Security Program through fiscal 
year 1953 as part of the policy already decided ‘by the Congress in 
the Mutual Security Act of 1951. The bill cuts down the request of 
the Executive from $7,900,000,000 to $6,889,100,000 for fiscal 1953 
for military, economic and technical assistance, and adds $12,000,000 
as a United States contribution to the United Nations International 
Children’s Emergency Fund (UNICEF) through calendar 1953. 
The bill, as reported, reflects a substantial number of amendments 
written into the Executive proposal by the committee (see appendix 
Il) to insure that the program may go forward with a maximum of 
efficiency and a minimum of cost to the American taxpayer. 

In order that the House may have before it a picture of the total 
program through fiscal years 1952 and 1953, there follows a table 
showing appropriations made for the program to date, the Executive 
request for fiscal 1953, and committee action on the request. 
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Difference be- 
tween column 


Appropria- 


: ; Executive Recommended 
tions, fiscal 


request, 1953 | in H. R. 7005 


Titles year 1952 2 and column 3 
1) (2) (3 4) 
Title L (Europe 
Military ‘ $4, 818, 852,457 | $4, 145,000,000 | $3,316, 000, 000 — $829, 000, 000 
Economic 1, 022, 000, 000 1, 819, 200, 000 1, 637, 200, 000 — 181, 900, 000 
Spain ae a ae 100, 000, 000 DAE GUE BON ee. oso ccccedons 
Title Il (Near East 
Military _. 396, 250, 000 606, 370, 000 606, 370, 000 ie 
Economic and technical assistance 160, 000, 000 196, 000, 000 I os 
Title IIT (Asia): 
Military -- i 535, 250, 000 611, 230, 000 611, 230, 000 names 
Economie and technical assistance 237, 155, 866 408, 000, 000 408, 000, 000 
Title [V (Latin America): 
Military 38, 150, 000 62, 400, 000 62, 400, 000 Naive 
Economic and technical assistance 21, 245, 653 22, 000, 000 22, 000, 000 ‘ 
Total j 
Military 5, 788, 502,457 | 5, 425,000,000 | 4, 596,000,000 | 820, 000, 000 
Economic and technical assistance 1, 440, 401, 519 2, 445, 200, 000 2, 263, 300, 000 — 181, 900, 000 
Spain 100, 000, 000 2 29, 800, 000 2 29, 800, 000 | ‘. 
Total 7, 328, 903,976 | 7, 900,000,000 | 6, 889, 100,000 | —1, 010, 900, 900 
3 12, 000, 000 +12, 000, 000 
6, 901, 100, 000 —998, 900, 000 


! Earmarked for Spain, but included in title I. 


? Contribution to multilateral technical cooperation activities ($17); emigration of surplus manpower 
($10); ocean freight ($2.8). 
* United-Nations International Children’s Emergency Fund. 


1. Accumulation of unexpended balances 


The committee has given careful consideration to the significance 
of the large unexpended balances which have been accumulated in 
the course of getting the Mutual Defense Assistance and the Mutual 
Security Programs under way. 

The following table gives the complete detail as to funds available 
in 1952, obligations and expenditures through February 29, 1952, 
with estimates for fiscal 1952: 
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There was an unexpended balance from 1951 at the beginning of 
fiscal 1952 of $7,074,631,672, a total available for expenditure in fiscal 
1952 of $14,403,535,648 and on February 29, 1952 an unexpended 
balance of $11,760,919,050. The estimated unexpended balance at 
the end of fiscal 1952 is $8,945,040,837 which is more than the authori- 
zation requested for fiscal 1953. 

An analysis of these figures indicates that these facts do not indicate 
that the Mutual Security Program has been given more money than 
necessary or that the United States taxpayer has paid taxes the pro- 
ceeds of which have lain idle in the Treasury. 

In the first place, it is essential that the distinction between obliga- 
tions and expenditures be understood. Under United States fiscal 
procedure Government agencies are not allowed to enter into procure- 
ment contracts unless the funds have already been appropriated from 
which payment is to be made against such contracts. 

In the case of military equipment a period varying from several 
months to 3 years must elapse between the signing of the contract 
and the delivery of and payment for the items involved. The fol- 
lowing chart illustrates this situation: 


MOAP 


LEAD-TIME IN FUND USE FOR MAJOR ITEM PROCUREMENT 


21 mos 







F-84 
Are 


AM MINESWEEPERS 


M46-7-8 TANKS 


APPRO- REFINED CONTRACT 


PRIATION PROGRAM LET 


l 6 MOS. I 21 Mos. j 
OcT APR JAN 
195! 1952 1954 


At the beginning of a program which includes airplanes, tanks, and 
specialized naval vessels it is inevitable that expenditures lag behind 
appropriations. The unexpended balance bears no relationship to the 
need for additional funds. The problem of manufacturing lead-time 
is further complicated by the delays involved in overseas shipment and 
the time required to complete foreign exchange transactions. This 
situation is illustrated in the case of the nonmilitary shipments by the 
following illustration of the “pipeline.” 
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The figure for unobligated funds has greater significance since 
funds are considered as obligated when an order is placed or a contract 
signed. The tabulation above (pp. 30-31) indicates that the un- 
obligated balance at the beginning of fiscal 1952 was $921,546,244. 
The total available for obligation during fiscal 1952 was $8,143,228,265 
and the unobligated balance February 29, 1952, was $5,094,200,046. 

: ‘ The present rate of placing orders is over $1,000,000,000 per month 
and it is estimated that the unobligated balance carried forward at the 
end of fiscal 1952 will be only $350,000,000. 

Tax money paid by United States citizens is not allowed to lie idle 

. in the Treasury. Money appropriated but not spent in the same 
fiscal vear does not add to the deficit of that fiscal year. This was 
explained by the Honorable W. J. MeNeil, Assistant Secretary of 
Defense, in his testimony before the committee, as follows: 

There frequently are discussions about the effect on taxation of amounts appro- 
priated. Misunderstandings exist as to the effect of carry-over funds. Only 
whén production lead times are examined and projected expenditure rates deter- 


mined can any definite relationship between appropriations and the requirement 
for taxes and borrowings be established. 

The Treasury maintains a normal cash balance of around $4 billion or a little 
over. Requirements for taxation and borrowings are not directly related to the 
amount carried over. Instead, carry-over funds are a measure of the quantity 
of goods or services expected to be delivered at some time beyond the end of the 
period under consideration. Only when the rate of such deliveries is examined 
can the effect on the Treasury’s cash requirements, and the relationship to tax 
requirements, be known. 


The rate at which the funds already appropriated are expected to 
be expended is indicated in the following chart: 


UNEXPENDED BALANCES BY PROGRAM 





gcco | MILITARY ( Millions of Dollars ) 
53 7898 OEFENSE SUPPORT, 
pes ECONOMIC ond TECHNICAL 
Rw ASSISTANCE * 
_ 2,278 
965 LOo16 
Jan3!l, June 30, June30 Jan.3i, June30 June 30, 
1952 i952 1953 1952. 1952 “1953 
2 . 


* Excludes Spain 
The planned carry-over of MDAP funds beyond June 30, 1953, is 
shown in the following table: 


Department of Defense, MDAP funds of Department of Defense, estimated unexpended 
balance as of June 30, 1953 





Funds available to Department of Defense: Millions 
Fiseal 1950, 1951, and 1952 programs_-_-_--__--- ee 
Proposed fiscal 1953 programs___ a. ae . ee 5, 350 

Total, all programs. - - - - -- oe a ss oo salons 16, 831 


Expenditures (Form 133 basis): 


Fiscal 1950 and 1951 (actual) _ -- 3 i Ao ceSasdockee $946 
PE: Sree Cia hk ho on oe hm ice ween 2, 713 
Fiscal 1953 (estimate) .........._...-- sos es Oe ar i osha ae 


Total through 1953 


Estimated unexpended balance June 30, 1953 5, 458 
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A title-by-title tabulation of the carry-over of unobligated and 
unexpended balances is shown in the accompanying table: 


Relation between original authorization request and carry-over of funds by titles 


{These carry-over figures differ slightly from those given on pp. 30 and 31. They represent a preliminary 
revision based on later estimates} 


(Carry-over—estimated as of 


a 5) 
Original author- June 30 ,1052 


ization request Tee enone _— 
in H. R. 7005! 








Unexpended Unobligated 
balance balance 
$4. 145, 000, OOF $6, 540, 000, 000 $208, 200, 000 
1, 819, 200, 000 828, 200, 000 |. 
e to Spa 90, 000, 000 50, 000, 000 
606, 370, 000 573, 800, 000 54, 400, 000 
technical a tance 196, 000, 000 21, 200, 000 j.... 
611, 230, 000 742, 600, 000 78, 400, 000 
ie and technical as tance 408, OOO, OOO 108, 200, 000 |....--.- é 
or ler ent rare t later than mid- 
"Ty +] 1\ 
Military 62, 400, 000 37, 900, 000 15, 800, 000 
Economic and technical assistance 22, O00, OU 3, 200, 000 
Militar) 5, 425, 000, 000 7, 894, 300, 000 356, 800, 000 
“conomic and technical assistance 2, 445, 200, 000 160, SOO, OOO 
7, 870, 200, 000 8, 855, 100, 000 }, 800, 000 
Plus : a 29, 800, ODO 90, 000, 000 3 50, 000, 000 
7, 900, 000, 000 8, 945, 100, O00 4106, 800, 000 
mittee ha t the authorizati requested in title I by $1,010,900,000 and an additional authors 
‘ : 1 iN ( ldren’s Fund of $12,000,000 has been made. The total reduction from the 
f SG98.9 
( itribut to multilateral tect il cooperation activities ($17); emigration of surplus manpower 


B. ELEMENTS OF THE MUTUAL DEFENSE PROGRAM 


1. Build-up of defense forces 


The primary purpose of continuing the Mutual Security Program 
is to enlafee and strengthen the Armed Forces which can meet 
Soviet aggression. The following table shows the military forces 
under arms in the countries indicated at the beginning of 1952. 


Active n ury forces, Western Europe, United States, and Canada, Jan. 1, 1952 


Active forces 
located in 
Country Population North | Percent 
Atlantic 
Treaty area 





emburs &, 980, 000 136, 000 15 
1, 310, 000 26, 000 .6 
$2, 400, 000 593, 000 | 1.4 
17, 000, 000 314, 000 7 
10, 300, 000 84, OOO 3 
3, 310, 000 30, 000 9 
8, 570, 000 73, 000 9 
mn 50, 900, 000 624, 000 1.2 
Potal, Western Euro 175, 770, 000 1, 880, 000 1.1 
. Active forces 
nulatic -arce 
Population | “y rid-wide Percent 
United States 156, 000, 000 3, 465, 000 | 2.2 
Canada Pee 14, 100, 000 91, 000 .6 


Note.—Western European forces exclude those located outside the North Atlantic Treaty area such as 
the French forces in Indochina, United States and Canadian forces are world-wide. 
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At Lisbon last February, the NATO countries agreed to provide 50 
divisions by the end of 1952 of which 25 would be available on D-day 
and 25 would be available at intervals between D-day and D-day 
plus 30. Four thousand operational aircraft are to be provided, 
together with 704 major combat vessels and 924 smaller combat 
vessels. In addition to this, Greece and Turkey currently have 25 
divisions. 

The relative increase in military forces planned for 1953 is indicated 
by the following chart which does not give the number of men for 
security reasons: 


MILITARY STRENGTH 


WESTERN EUROPE 1951-1953 AND U.S. 1952 
ACTIVE AND READILY MOBILIZABLE FORCES 





AIR 
FORCE 


NAY 





. ARMY 


195! 1952 1953 1952 
WESTERN EUROPE TOTAL U.S. 


WORLDWIDE 


Includes Bel—Lux.. Denmork. Fronce. Italy. Netherionds, Norway, Portugal, and United Kingdom 
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The key to the size and effectiveness of the forces of friendly nations 
which will be ready to withstand a Soviet attack during the next year 
is the ability to equip these forces. If the program is permitted to 
continue as planned, an effective fighting machine will be in existence 
in Europe by the end of this vear. If the time schedule has to be 
revised, our vulnerability to aggression is extended. 

(a) Low cost to United States of help of other nations’ forces. ‘The 
starting point in determining what forces are required to withstand 
a Soviet attack is the fact that the Soviet Union has 175 divisions, 
20,000 airplanes and 300 submarines. These factors exist and are 
beyond our power to alter. The size of the forces necessary to counter 
such military power will vary with the area to be defended and the 
weapons available. Any strategic plan to defend, and defense line 
that may be accepted, will inevitably require millions of men under 
arms. These armed forces might be provided entirely by the, United 
States, or we can take advantage of the willingness of other nations 
to share in the job with us. As the Director for Mutual Security said 
in his testimony before the committee, ‘I do not believe we should 
reserve to the young men of this country the exclusive privilege of 
fighting for freedom. They are entitled to have well-equipped allies.” 

While the cost of aiding the military build-up of other nations 
constitutes a serious drain on the resources of the United States, it 
must be recognized that the United States bears only a fraction of-the 
total cost of putting the foreign troops in the field. Their own govern- 
ments pay a larger part of the cost than we do as illustrated by the 
following chart: 


THE MILITARY BALANCE SHEET: 
MOST OF THE HANDS NEEDED TO FINANCE THE (962-53 
PROGRAM IW EUROPE WILL BE BORNE BY WESTERN EUROPE 


| Funds required for the 1952-53 European ror $17.7 ae 


OTST E Sd LLL PUES dL 
Made possible by US. Defense Support 
—— a 

















DEFENSE SUPPORT FROM US fap 


FUNDS FOR US. OFFSHORE PROCUREMENT 
Le 
FUNDS FOR END-ITEMS FROM US. = 28 f 
(/NCLUDES MILITARY TRAINING) 


i 
' 
' 
' 
i 
! 
' 
| 
| 
| 
! 
! 
1 


THIS SHOWS FUNDS THAT GOVERNMENTS NEED 
TO MAKE AVAILABLE FOR 8. FISCAL pit} Je 


HK EXCLUDES MILITARY END-ITEMS FROM CANADA 
NOTE! THESE FIGURES EXCLUDE GREECE ANO TURKEY AND /NCLUDE GERMAN? 
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An important factor in this situation is the low cost of maintaining 
forces of nations other than the United States. The Turkish soldier 
is paid 21 cents a month, and the French soldier gets 58 cents per day. 
The personal equipment and facilities provided to forces of other 
nations are much less than are supplied to United States forces. 
Turkish officers were startled at questions concerning the tempera- 
tures at which barracks were maintained during the winter since no 
Turk had ever thought of heating barracks. 

These lower costs are indicated by the following chart: 


COMPARATIVE PERSONNEL COST OF FORCES 
WORLD-WIDE U.S. vs. WESTERN EUROPEAN IN NAT AREA 
READILY MOBILIZABLE 





(Nore: NATO forces include United States forces in Germany, but exclude 
Greece and Turkey.) ; 


2. End items and offshore procurement 

The principal use of the funds authorized in this bill is to provide 
military end items to the forces of foreign nations. The following 
table shows in units the types of arms and equipment being provided 
under the 1953 program, together with the aggregate cost of the items 
enumerated. 


Tentative amounts of military end items to be purchased with the funds requested for 
the fiscal year 1958 Mutual Securrty Program 


Title I Other areas 
Vessels 4 R2 157 
Aircraft adil “ 967 308 
ranks and combat vehicles 5, 240 1, 044 
Motor transport vehicles 13, 928 12, 734 
Small arms and machine guns 122, 534 | 220, 273 
Artillery and naval guns } 6, 774 | 2, 750 
Small arms and machine gun ammo- in thousands. | 198, 835 | 399, 008 
Artillery and naval gun ammo do | 13, 387 | 16, 457 
Charged to program ! in millions $3, 395.4 | $1, 084.5 
' 


1 Matériel only, no packing, handling; crating, and transportation, training, or administration included. 
Excludes acquisition cost of excess. 
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It should be emphasized that the United States is not the sole 
supplier of weapons and vehicles to foreign nations. In addition to 
financing the pay, maintenance, clothing, and housing of troops, the 
European countries supplied themselves with over $2 billion of 
military hardware in fiscal 1952. It is estimated that in fiseal 1953 
European military production will exceed $3.5 billion. The NATO 
countries as a whole produce 40 to 50 spaniels of the equipment for 
their divisions. 

Certain of these items can be manufactured only in the United 
States because no other nation has the designs, know-how, and equip- 
ment for such production. European capacity for producing planes, 
tanks, vehicles, and weapons is being expanded, but time does not 
permit the delaving of the arming of forces until their weapons can 
be produced at home. 

[It is necessary for the United States to supply military end items 
also because the recipient nations are not able to pay for all of the 
equipment their forces require. The limited resources and over- 
strained budgets of these nations do not permit them to finance the 
equipment of forces necessary for them to carry out their assigned 
responsibilities in the defense plan. The committee wrote a provision 
into the bill (see. 7 (f)) for easing the physical demands of European 
rearmament on the resources and the factories of the United States 
by having the United States finance the procurement of not less than 
$1,000,000,000 of military end items in Europe during fiscal 1953. 
This is called offshore procurement. Contracts will be placed only 
for amounts and types of items falling within the calculated require- 
ments of the European defense build-up, and in that respect will not 
differ from the end items supplied physically from the United States. 
Particular emphasis will be given, however, to logistic considerations ; 
for example, the production of ammunition and spare parts in Kurope 
will be given special encouragement under the offshore procurement 
program because of the obvious necessity for close sources of supply 
of these items. 

With regard to offshore procurement, careful coordination is 
imperative to minimize duplicate buying by separate military services 
and unnecessary strain on local markets. The advantages of estab- 
a an agency for centralized procurement in Europe would 
appea * obvious. 

hroush the eee year 1951 the equipment provided by the 
United States served mainly to meet the training requirements of the 
forces brought into edie during that vear, and to meet certain critical 
deficiencies or replace certain of the obsolete equipment of troops in 
being. In contrast, 1952 and 1953 will be years in which large quan- 
tities of combat equipment will go into the hands of forces being made 
combat-ready under General Eisenhower’s command. The decision 
at Lisbon to concentrate on the maximum development of combat- 
ready forces during the months ahead means that most of this equip- 
ment will go to bring complete units to a state of combat readiness; 
the distribution of this equipment to units in training will be carefully 
designed to permit ready mobilization to meet any contingency. The 
funds requested for direct military assistance for title T countries, to- 
gether with funds previously made available, will fill the equipme nt 
deficiencies of ty pes furnished by the United States of all the ground 
force divisions bet ing raised this vear under the Lisbon agreement, to- 
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gether with provision for part of their reserve stocks of ammunition 
It will furnish a portion of the long-production lead-time items required 
for additional forces to be raised in 1953. It will provide essential 
combat equipment required in support of naval and air units com- 
mitted to the NATO defense plan. 

The programing of military end items is based upon the require- 
ments of the forces being brought up to combat or reserve strength 
under the forces plan agreed at Lisbon. Deliveries will be geared to 
the actual time phasing of the raising and training of forces by our 
allies. The programs are kept flexible, so that priorities of equipment 
deliveries can be made to correspond to the readiness of troops to 
receive and effectively to utilize the equipment supplied, and the 
relative urgency of needs for combat readiness or for training of specific 
units. The responsibility for recommending these priorities rests 
with the Supreme Allied Commander, Europe, who will consider on 
the spot both the degree of readiness of units to receive equipment 
and the missions to be performed by the various units in the event of 
attack. 

The large quantities of modern equipment supplied to European 
forces by the United States reflect the nature and timing of the joint 
NATO investment in mutual security. We are now in the process of 
building up the initial equipment for a large defensive force within a 
short period of time. Within the time schedule called for by this 
defense plan many items of equipment can be produced only within the 
United States, where large-scale production lines are already in opera- 
tion. Another large part of the equipment requirements could be 
produced in Europe, but only at the expense of the raising and training 
of forces, the construction of the necessary airfields, barracks, com- 
munications systems, and other facilities, and the supplying of those 
forces with the large quantities of other supplies necessary for their 
naintenance and operation—in short, only at the expense of a lower 
level of forces than is needed for effective Western European defense. 

It is the compression of this build-up into a short period of years, 
and the concentration of the European countries on the raising of 
forces and supplying them with the things that Europe is best able 
to supply them with, that makes necessary the large United States 
contribution in the form of finished military hard goods. 

Concrete evidence of this transition of deliveries to meet training 
requirements to deliveries to bring forces to full combat strength is 
shown in the following chart which indicates the contemplated accel- 
erated rate of delivery of medium tanks: 
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The criteria to be met before any military equipment is sent to a 
foreign nation require that: 

(1) Equipment for North Atlantic Treaty members would be pro- 
vided only for those forces required by that organization’s defense plan 
and accepted by each country concerned as a definite commitment 
to the plan. 

(2) Equipment for countries outside of NATO would be furnished 
only for the forces in being, or immediately mobilizable. 

(3) The scale of equipping forces would be on the most austere 
basis, and limited to items of the highest priority. 

(4) Equipment of a questionable operational value would not be 
furnished. 

(5) Equipment which can be produced in the country or regional 
organization would not be furnished. 


3. Latin America (sec. 6) 


Last year the Congress appropriated $38,150,000 for military as- 
sistance to Latin America under the Mutual Security Act. None of 
this was obligated as of January 31, 1952. However, the appropria- 
tion was not completed until the end of October 1951. Until the 
appropriation had been voted it was impossible for the Joint Chiefs of 
Staff to determine upon the allocations of the amount appropriated. 
As explained by the Honorable Edward G. Miller, Jr., Assistant Secre- 
tary of State for Inter-American Affairs: 


* %* * before we could begin the bilateral negotiations with the countries 


concerned, we had to wait for the Joint Chiefs of Staff to draw up the plan under 
the appropriation for the best use of the appropriation; and that, plus the Presi- 
dential approval, took until about the end of December. We then had to approach 
through diplomatic channels the different countries in Latin America that had 
been selected by the Joint Chiefs of Staff as the most likely countries to be selected 
for participation in this program. We began our first negotiations in January 
and none of those negotiations had been completed by the end of January and 
that is the reason why none of these funds were obligated by the end of Janu- 
ary. * * * We are only now beginning to complete some of the bilateral 
military negotiations we began after the funds were a ppropriated last year. 
We have completed negotiations with Peru, Ecuador, Braail, and Cuba. We are 
about to complete né gotiations with Chile and Colombia. We have not been 
able to start negotiations until this week with Uruguay, because in Uruguay they 
have oth rgone a change in their government and they requested that this be 
delayed until after they had completed this change in their form of government. 
That is the explanation as to why there are no funds obligated. 

The $38,150,000 appropriated for fiscal year 1952 was just recently 
released to the Department of Defense and is now in process of being 
placed under contract. The $62,400,000 requested for fiseal 1953 
(sec. 6 of the bill) is geared to practically the same forces and with 
some augmentation is designed to complete the equipment of those 
forces. 

Broadly speaking, the purpose of United States military aid in 
Latin America is to help develop forces there which can themselves 
ultimately take over the defense of that area. In the words of Maj. 
Gen. George H. Olmsted, Director of Military Assistance, Office of 
the Secretary of Defense: 


* * * QOur neighbors in the Western Hemisphere have about half of the 
total population of the hemisphere and you might say half or more of the total 
natural resources. It has been almost traditional in our thinking to feel we had to 
do the whole job of defending the hemisphere. This program is directed toward 
placing these people in a position from a training and equipment standpoint to 
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enable them to assu’ne certain specific defense tasks. Obviously, they are some- 
what limited in their capacity in the beginning. * * * In the last war we 
had to commit about 100,000 United States troops to the Latin-American area to 
keep the lines of communication open, developing the air bases, and insure the 
security of strategic materials that are so vital to us. It is our hope in this program 
to develop Latin-American troops of sufficient character and capacity to assume 
that burden’ in the event we have another war. Many Latin-American 
countries have training missions from the United States which they are paying for. 
Besides paying for the missions, many of those countries are also purchasing 
United States arms and paying cash for them in substantial amounts. * * * 
This is not a one-way street. It is not a situation where we are asked to assume 
the whole burden. There are current in the Department of Defense requests for 
cash purchase of items of equipment totaling in amount $193,000,000, of which 
$36,433,000 has actually been laid down in cash. * * * _ It is our belief in the 
Defense Department that as our training program progresses and as our equipment 
program develops and is implemented that these forces will be battleworthy and 
will be able to carry out the mission they have agreed to carry out. 


C. ELEMENTS OF THE ECONOMIC PROGRAM 


1. Defense support (see. 3 (e)) 

The bill authorizes $1,637,300,000 for ‘‘defense support”’ for Europe. 
These funds are to be spent for the imports which the countries of 
Europe require in order to carry out their military commitments. 

Kurope is a great workshop possessing highly developed manufac- 
turing plants together with skilled workmen and a highly developed 
technology. Normally the industries of Europe concentrate on pro- 
ducing for export in order to pay for the imported raw materials and 
foodstuffs which are obtainable in other areas of the world. 

[t is essential to the defense program that the industries of Europe 
be converted to military production. The industries of the United 
States do not have the awe itv to produce all of the equipment re- 
quired by European forces in addition to that required by our own 
troops. Furthermore, it is e aac al that Europe produce for itself so 
as to relieve the United States of financing as much of the European 
defense pregram as possible. 

Kurope finds itself with little surplus manufacturing capacity to 
put into military production while leaving normal production: for 
export undisturbed. The European countries were just reaching 
the point where they could finance their own imports as a result of 
the Marshall plan. They should and have tightened their belts, but 
the only way they can produce airplanes, tanks, and weapons is to 
curtail their production of machinery, automobiles, and electronic 
equipment for — 

The people of Europe who work in the factories which turn out 
military end items have to eat imported food and wear clothing made 
from imported cotton in just the same way they would if they were 
engaged in export production The difference is that exports have to 
pay for the food and clothing required. 

As a consequence the countries of Europe face this ~~ mma. If 
they convert from production for pee to production for defense 
without outside help they cannot feed and clothe their people. These 
countries are already so much in debt that borrowing is impossible. 
Their reserves are at the minimum limit. If they do not get United 
States assistance to pay for necessary imports they will have to re- 
convert to export production to keep going. 





MUTUAL SECURITY ACT OF 1952 47 


This is no reflection on the patriotism of the people of Europe or 
their determination to resist aggression. They must export or die. 
We do not want their military production to be merely a byproduct 
of their export production. We face an emergency, and it is in the 
interest of the United States that they use all possible facilities for 
the production of arms and military equipment. 

The defense-support program has been worked out specifically to 
meet this situation. The amount of assistance planned for each 
country has been adjusted to the amount necessary to permit it to 
do its defense job after taking into account its capacity for military 
production and making sure that each has tightened its belt to the 
limit. As a further assurance on this latter point the committee has 
recommended a 10-percent cut of the defense-support item. 

An important part of the defense-support funds will be used to pay 
for raw materials and machinery used directly by the factories pro- 
ducing military end items in Europe. It would be futile, however, 
to limit the use of United States funds to such purposes. Each coun- 
try has more dollars derived from its own exports to spend for im- 
ports than the dollars it receives in the form of grants from the United 
States. - Consequently, if it was provided that defense-support money 
should be used only for copper, machinery, and items going directly 
to arms factories, the recipient countries would merely buy less of 
these items with their earned dollars and divert the dollars thus saved 
to the procurement of wheat and cotton. 

The following table provides an estimate of the extent to which 
European defense production would be cut back if United States 
defense support were denied. 


Defe nse expe nditures of 8 Fu ropean NATO countries! and Cermany, by NATO 
category, fiscal year 1952, fiscal year 1958 without defense support, fiscal year 1953 
with defense support 

{In millions of dollars] 


Fiseal year 1953 


1952 With Without 
defense defense 
support suppt rt 

I. Military personnel costs___. 3,117.0 », S8Y. O 3, 023.0 
II. Major procurement and production costs 2, 012.0 3, 596. 0 1, 959. 0 
a) Aireratt 503. 7 739 148.0 

4 Artillery 142.0 232. 2 107.2 

(c) Combat vehicles 160. 2 279. 3 133. 7 
Ammunition and explosives 283. 6 434.0 81.3 

Electronics and communications 130. 7 242.4 127.1 

f) Weapons and small arms 41.5 103.3 75.8 

g) Engineering and military railroad equipment 87.3 129.4 61.4 

(h) Transport and noncombat vehicles 280. 0 765. 4 380. 5 

(i) Ships and harbor craft 383. 0 490. 5 344.0 

III. Military and other construction - 737.0 1, 180.0 951.0 
IV. Other operating costs 2. 662.0 8, 262. 0 2. 613.0 
V. Other defense expenditures__. 2, 455. 0 2, 322. 0 2,074.0 
Total_-. 10, 983. 0 13, 949. 0 10, 620. 0 


! Belgium-Luxemburg, Denmark, France, Italy, Netherlands, Norway, Portugal, United Kingdom. 
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It should be emphasized that a curtailment of defense production 
of this nature cannot be regarded as horse trading on the part of the 
European nations. It does not represent an attitude of “the more 
you do for us the more we will do for you.’ This curtailment is 
comparable instead to the retrenchment’ forced on an individual 
living at the limit of his resources who has to readjust his expenditures 
when confronted with a substantial loss of income. 

Dollars for defense support must be provided if European factories 
are to work on armament. 

The allocation of defense support funds to countries proposed by 
the Mutual Security Agency in its request for authorization is as 
follows. These figures are tentative and represent no commitment. 


Denmark eto ee te eee ee oe cwedcwstocece eee eu 
France tba. ag woe re £20, O60. 0 
Germany (Federal Republic ae 3 8: Ree 160, 000. 0 
Greece _ _- ' ae Cae cwecen ae. oO 
Iceland ane . ee 1, 000. 0 
Italy ___ _ 110, 000. 0 
Netherlands _ _ _ : _ 8&0, 000. 0 
Norway yr tp eiccrl ae = gh uid wiclehee ct) ee 
Turkey gee Eee ued 2 on ; ss; Siocon ie ae Oa ke a _ 70, 000. 0 
United Kingdom_. ° ; : oo a ok ee ea ee _ 590, 000. 0 
Yugoslavia ae oe . 78, 000. 0 


2. Te ch n wal assista nce 


(a) Bilateral (secs. 4 (6), 4 (b), 6).—The larger portion of technical 
assistance programs in which the United States is engaged are carried 
out under the Act for International Development. ‘United States 
policy, as expressed in that act, is 
to aid the efforts of the peoples of economically underdeveloped areas to develop 
their resources and improve their working and living conditions by encouraging 
the exchange of technical knowledge and skills and the flow of investment capital. 

The Act for International Development became law in June 1950. 
Pursuant to Executive order, the Secretary of State, in October 1950, 
established the Technical Cooperation Administration (TCA) to plan, 
implement, and manage the technical cooperation (Point IV) pro- 
grams. With an appropriation of $25,000,000 TCA embarked upon 
programs in the Near East and the Far East. on November 1951 
the Institute of Inter-American Affairs (ILAA), a Government cor- 
poration, was made the regional office of TCA “for the conduct of 
programs in the other American Republics.””. Thus, TCA now con- 
ducts programs in the Near East and independent Africa (title I1), 
South Asia (title IIL), and Latin America (title IV). 

PCA is now completing its second year of activities under an appro- 
priation of $140,000,000 for the three areas. The request for fiscal 
1953 is $227,000,000—$55,000,000 for the Near East, $150,000,000 
for south Asia, and $22,000,000 for Latin America. This request for 
increased funds led the committee to examine most thoroughly the 
programs and operations of TCA. 

The Point IV programs are designed to help peoples to help them- 
selves. Jf they are shown how to do something and are convinced 
it is better than what they have been doing, they will accept it. TCA 
is a “‘grass roots” approach to human improvement. ‘The most press- 
ing problems of peoples in the underdeveloped countries are those of 
food, health, and education. Hence the Point IV programs are 
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geared primarily to increased food production, improved health, and 
better education. 


The following graph shows the proposed distribution of funds for 
fiscal 1953. 


PERCENTAGE DISTRIBUTION OF TCA PROGRAMS 
FISCAL YEAR 1953 


LATIN NEAR EAST - SOUTH 


ALL AREAS AMERICA — AND AFRICA ASIA 
_ 100% 





75% 


$0% 


25% 





o 





cane Food Production (“}] Naturat Resources, Transportation, 
: industry and Hondicroft, Public 
oo Education Administration and Others 
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TCA programs are not “give away” programs. If anything is 
given away, it is the knowledge and techniques we possess and believe 
will be helpful to others. They are not commodity programs. The 
major effort has been on the recruitment of United States tech- 
nicians and the training of local people. In the last analysis, it is 
people that will determine the success or failure of our efforts. 

To get the job done, however, requires supplies and equipment. 
A doctor needs at least a little black bag. An agricultural expert 
requires more than seeds. There is always the possibility that sup- 
plies and equipment will overshadow other elements of TCA activities. 
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The committee therefore analyzed all the components of TCA pro- 
grams. The following tables give the breakdown for fiscal 1953 
for each of the three areas. 


Near East and Independent Africa 





[Thousands of dollars] 





Technicians Trainees 


Country 7 — a 





Number Cost Number 


Cost 








Supplies 
and equip- 
ment 


Local costs | 





Total 


Arab states 4194 $6, 653 427 $8, 227 $6, 485 $23, 500 
Israel] g6 1, 200 75 1, 425 | 3, 000 
Iran 2) 5. 520 119 11, 900 8, O85 25, 000 
Independent Africa 148 2, 52 4 91 798 8S 3, 500 
Total O68 13, SOF 6 3, 196 22, 350 15, 558 55, 000 
South Asia 
Thousands of dollars] 
. —— - 
chr n r inees . Total 
Ie ins Trainees Supplies ieee 
Country - - ~| and equip- States 
: m ' . 1e! : 
Numbe Cost Number Cost ment costs 
Afghanistan 28 $362 25 $125 $313 $200 
Ceylon ! y 15 75 119 450 
India 46:7 6. 779 341 1, 705 106, 516 115, 000 
Nepal g 111 10 50 SY 250 
Pakistan 69 2, 590 62 310 30, 600 33, 500 
Total 690 0, 098 $53 2 265 137. 637 150, 000 
La in Ame 20a 
I sands of doll S 
United S es tech- nan 
seg tech rrainees 
Co tr rotal 
Number ( t Number Cost 
Bolivia 77 $914. 1 $148. 4 $404.7 $1. 467.2 
Br 18S 2, 260 117 iS1.7 1, 426.8 4, 169.0 
Chile i L. ( 22 91. 1 84.4 1, 237.1 
Colombia } 150.5 261.4 837.4 
Costa Rica ) 647.7 7 154.8 73. 6 1,176.1 
Cuba $ l Ss 12 51.6 48. 2 277.6 
Dominican Republic 16 182. 7 ) 38.7 120.3 41.7 
Ecuador 6 ROX, 3 4 184.9 ISS. 2 1,381.4 
El Salvador 4] 186. 4 56 150 130.6 767.5 
Guatemala 14 t 3.4 237.0 
H 19 81.7 245. § 778.7 
Honduras 29. 2 22 6S. S i650. 6 ROS. 6 
Mexic 65. 7 14 189. 2 77.6 1, 132.5 
Nicaragua { 8 i6 GS. ING. 7 909. 3 
Panama i 22. 2 x0) 129. 0 $23.7 1,074.9 
Paraguay ; 5.0 15 64.5 13.3 1,212.8 
Peru #2 25. 2 67 288. | 714.5 2, 127.8 
Uruguay ze 269.0 2 YO S 176.0 535.8 
Venezuela ) 121.0 21.0 30.0 172.0 
Regional 71 892. ¢ 1 9.6 373. 4 1,305.6 
Potal 1,017 12, 303. 4 611 2, 493. 7 7, 202. 9 22, 000. 0 
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In order that the House may have before it a brief analysis of the 
1953 — the committee offers this summary of projects by 


field ¢ 


activity 
Near East and Independent 


[Thousands of dollars] 
Technicians 


Field of activity 


Number Cost Number 


1, Agriculture, forestry, and fisheries 282 $4, 160 187 
2. Health and sanitation 197 2, 896 148 
3. Natural resources, public works, and 
transportation. - aed 145 2, 079 104 
4, Education ‘ 75 1, OSO 71 
5. Indi istry, handicraft, and housing 61 864 57 
6. Public administration and government 
services 62 880 &2 
7. Joint economic commissions and sur- 
veys 146 1, 937 16 
Total bilateral technical coopera- 
tion Sinkes 968 13, 896 665 
South Asia 


{Thousands of dollars} 


Technicians 
Field of activity ene fear 


Number Cost Number Cost 
1. Agriculture, forestry, and fisheries 364 $5, 290 238 $1, 190 
2. Health and sanitation 75 1, 120 43 215 
3. Natural resources, public works, and 
transportation 67 976 78 390 
Education 64 965 416, 230 
5. Industry, handicraft, and housing 54 781 28 140 
6. Public administration and government 
services 12 174 20 100 
7. Joint economic commissions and surveys 54 792 
Grand total, bilateral technical 
cooperation - - a 690 10, 098 453 2, 265 
Latin America 
[Thousands of dollars] 
United States — : 
| technicians Trainees 
| 
Field of activity a Pa | 
| 
| 
A Number Cost | Number} Cost 
1. Agriculture, forestry, and fisheries at 361 $4, 504 130 $489 
2. Health and sanitation ‘ | 194 2, 265 | S4 361 
3. Natural resources, public works, and 
transportation _- &S 1,049 | 122 524 
4. Education 158 1, 793 | 75 323 
5. Industry, handicraft, and housing -| 49 530 27 97 
6. Public administration and government | | 
services 79 964 73 700 
7. Joint economic commissions and 
gS conien 88 1, 198 
Grand total, bilateral technical 
CUODUINAIEE, 6 w daceccscecscacecn | 1,017 12, 303 611 2, 494 


1 Includes also United States contributions to joint operating funds. 


Africa 


Trainees 


Cost 


$920 
626 


520 


285 


410 


3, 196 


Trainees 


| 


and type of cost of programs in the three areas. 


Supplies, 
equip- 
ment 
and local Total 
United 
States 


costs 





$11, 908 £16, 983 
6, 648 10, 170 
11, 338 12, 937 
1, 501 2, 936 
4,919 6, O68 
744 | 2, 034 
R55 2, 872 
eed | hctiiemiisial 
37,908 | 55, 000 
Supplies 
and on 
equip- Fotal 
ment 
$42, 680 $49, 160 
5,012 6, 347 
47, 422 48, 788 
3, 472 4, 667 
38, 579 39, 500 
1 275 
471 1, 263 
137, 637 150, 000 
Supplies, 
equip- 
ment and 
United Total 
States 
local 
costs ! 
$2, 832 $7, 825 
2, 103 4,729 
295 1, 868 
1,372 3, 488 
310 937 
25 1, 689 
266 | 1, 464 
7,23 | 22, 000 
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On the basis of these figures about $44,250,000 is earmarked for 
personnel and $182,748,000 for supplies and equipment. To put it 
another way, $1 spent for men is matched by $4 for material. In 
examining the particular projects, country by country, the com- 
mittee was impressed by the heavy outlays for supplies and equip- 
ment in some countries, notably India and Pakistan. This suggests 
a strong movement toward a commodity program at the expense of 
an exchange of technical skills. The committee expects that those 
administering TCA programs will show a firm determination that 
supplies and equipment, even though supporting technical assistance 
programs, will be reduced. 

Little evidence was offered that TCA officers have weighed too care- 
fully the absorptive capacity of a country. The basis for technical 
assistance should not be what a country wants or needs; both of those 
are limitless. The criterion must be what a country can absorb. 
A country may enthusiastically embark upon an array of programs 
it needs and wants but that it cannot maintain without continued 
assistance from external—principally United States—sources. A half 
a loaf is better than no bread. The same satisfaction is not derived 
from half an irrigation system. 

The committee shares the concern of Secretary Acheson who re- 
cently gave emphasis to this point. Speaking of the desires of other 
peoples, he observed that 


9 they must take it in through their mind and through the training of 


their hands. And this cannot be done overnight. This is a long process. 

Then there is the confusion in their minds as to what they want. Some want 
one thing and some another. Very often they haven’t the real knowledge to 
understand what it is that they really need at the moment. There is a great 
desire in every part of the world for industrialization and there is very little 
understanding of how dangerous that is until there is in sight a strong agricultural 
base. 

I think in all the times that I have talked with visitors from foreign countries 
since the war and, indeed, during the war, everyone who has come into my office 
starts out with, ‘‘We would like a steel mill.”’ Well, they want a steel mill in 
every single country in the world. It makes no diiference whether they have 
ore or coal or anything else. The steel mill is the mark of civilization, and that 
is What they want. 

Now, it’s net a question of pouring vast sums of money and vast numbers of 
technicians into these areas. It couldn’t be done if we wanted to do it. Some- 
times I have been in meetings where people talk about billions of dollars or hun- 
dreds of thousands of technicians being poured all over the world. Those people 
never stop to think of where the technicians are going to sleep and what they are 
going to do. The mere question of housing of the missions which are already 
being sent out is a serious one in parts of the world where there aren’t Many 
houses. This thing has got to be done sensibly. 


It was never intended that the United States would bear the entire 
costs of these programs. The Act for International Development 
makes assistance conditioned upon the payment by the recipient 
country of ‘a fair share of the cost of the program.”’ This is a fixed 
conviction capable of a flexible interpretation. The TCA has sub- 
mitted the following statement on the matter of contributions by 
recipient governments: 
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CONTRIBUTIONS BY THE Host GOVERNMENTS TO THE Costs OF THE TECHNICAL 
COOPERATION PROGRAMS 


The technical cooperation programs are designed to act as catalysts in the de- 
velopment of the economically underdeveloped countries. They are intended to 
assist the host government’s efforts, and particularly to increase and guide such 
efforts, in developing the countries’ resources. The Act for International Develop- 
ment requires that the country being assisted shall pay a ‘fair share’ of the cost 
of the program. In all our operations, therefore, we are attempting to secure as 
large a contribution as possible from the host governments. 

The amounts which the host governments contribute to the different projects 
vary a great deal depending on the nature of the project, the budgetary position 
of the country and the length of time cooperative programs have been carried on 
with a country. Where we send a technician to advise a ministry on setting up a 
census bureau, for example, the local costs involved are minimal and may consist 
only of necessary working space, office supplies, and clerical and other support 
personnel. In case of an irrigation project, on the other hand, supplies and labor 
financed with local funds may constitute the major share of the cost. Again, ina 
country with relatively meager resources, we may have to finance more of a 
project, to assure that it is carried out effectively, than in a country which has 
relatively ample financial resources. 

Another factor which affects the share of a project’s cost which the host govern- 
ment may finance is the length of period during which a cooperation program has 
been in existence with that government. In Latin America, where we have been 
carrying on programs for about 10 years, as the countries came to appreciate the 
contributions which our assistance has made to their economies, the local share of 
the contributions to the costs of the programs has been increasing. For Latin 
America as a whole, for example, our contribution in 1943 was more than five 
times as great as the contributions of the host governments. Five years later, the 
host governments’ contributions exceeded our contributions, and in 1951 their 
contributions were almost three times as large as ours. The estimated shares of 
the Latin-American countries in the costs of the proposed programs for fiscal 1953 
is shown in the attached table. For the area as a whole it will be seen that the 
contributions of the host governments to the joint funds are expected to be more 
than three times as great as the United States contributions 

The programs in the other areas are still in the beginning stages and therefore 
no comparable figures are available on the contributions of the host government 
to the programs. In some countries, as in India and Pakistan, the agreements 
provide joint funds which require these governments to contribute to these funds 
amounts at least equal to the United States contributions. It is expected, how- 
ever, that the actual contributions in both countries will be substantially higher 
than the 1 to 1 ratio. In the Near East the situation for contributions to 
the cost of projects is generally somewhat less favorable than in the other areas. 
In the current year in particular, because the programs would be initiated after 
the local budgets have already been established, several of the governments have 
found themselves in a difficult position to match our contributions. According 
to the agreements in setting up joint operating funds in several of these countries, 
however, they will in the future contribute at a 1 to 1 ratio to these funds. In 
other countries our contribution to the cost of the projects will be primarily for 
the cost of technicians, trainees, and only such minimal supplies as are required 
by the technicians to enable them to carry out their work effectively. 

Israel is required to match the United States contribution for the economie aid 
it receives in the current vear, and the distribution of the Israeli contribution 
in local currency will he determined jointly by the Israeli and the United States 
Governments. Part of this fund will be used for development projects. For 
the present, due to the unfavorable financial situation in Iran, the contribution 
of the Iranian Government to the projects in the 1952 programs will be con- 
siderably less than would be expected under normal conditions. With the resump- 
tion of the operation of the oil industry, however, it is expected that Iran’s con- 
tribution to the technical cooperation program will approximate our share of 
the cost. 

In Liberia, as in Latin America, we have carried on technical cooperation 
programs over a period of several years. Since the beginning the Liberian 
Government has increased its share of the cost of the programs, so that it is 
now about six times as large as the United States share. In Ethiopia, where we 
are currently undertaking a joint operation, it is expected that the contributions 
of the two Governments to the joint account will be at a 1 to 1 ratio. 
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The contributory status of countries in the Near East and South 
Asia is like that of the Latin-American countries in the early days of 
technical-assistance programs. The governments are obligated to 
supply office space, communications facilities, land for demonstration 
purposes and other essential services. Their financial obligations are 
contingent upon internal-budget readjustments to take account of the 
hew program and upon the availability of sufficient funds. Because 
of the late start of the fiscal vear 1952 program negotiations are under 
way with several of them to include or to increase the sums in their 
current budget. Negotiations for fiscal year 1953 contributions have 
been started. The administrative organization for the program 
operations has not been completed in all countries, and the role and 
contributions of appropriate ministries or other government agencies 
is not always well-defined. 

The Mutual Security Agency administers the programs in southeast 
Asia—Formosa, Indochina, Thailand, the Philippines, Indonesia, and 
Burma. The administration has requested $245,000,000 for fiscal 
1953 for these country programs plus an unallocated sum of $13,000,- 
000 for a basic materials development fund. ‘The programs in the 
first four of the above countries are designed to give ec onomic support 
to the military aid programs which the United States is carrying on 
inthem. In addition to technical assistance which forms only a small 
part of the total program, there are projects for economic development 
involving reconstruction and rehabilitation. Provision is also made 
for ‘‘common-use”’ imports and joint-use transport facilities to increase 
and sustain military strength and to buttress the economic foundations 
under that strength. 

This is an area particularly sensitive to Communist threats, both 
internal and external. The governments are weak from the ravages 
of war and, for the most part, relatively voung. It is believed that 
strong support by the United States in this juncture of their national 
lives will enable them to counter successfully further Communist 
pressures. Since there are no mutual defense programs in Burma 
and Indonesia, such technical assistance as they will receive after 
June 30, 1952, will be administered by TCA, 
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(b) Multilateral (sec. 10)—Section 10 of the bill provides an authori- 
zation of $17,000,000 for contributions under the provisions of the 
Act for International Development to international organizations for 
technical cooperation programs. Some 50 nations have joined to- 
gether in projects to provide technical assistance to underdeveloped 
countries on an international basis. The committee was told that the 
bilateral technical assistance program of the United States is carried 
on in close cooperation with the multilateral program, and that the 
two programs complement each other. Of the $17,000,000 author- 
ized, $1,000,000 is expected to be contributed to the Organization of 
American States and the balance to the United Nations. 

The following table shows how the total technical assistance pro- 
gram funds of the United Nations are to be divided: 


United Nations program of technical assistance—Estimates for United Nations and 
specialized agencies by geographic region, calendar 1953 


Title I1I—Pacific 


Title I— Title II— - Title [V— | , 
Agency Europe Near East , American | Tota 
and Africa | south Asia Southeast | Republics 
Asia 
Food and Agricultural Or- 
ganization $470, 01 $2,712,000 | $1, 260,000 | $1, 134,000 | $1, 913, 000 $~, 527, 000 
International Civil Aviation 
Organization 6, 000 398, 000 190, 000 171, 000 | 87. 000 | 900, 000 
International Labor Organi- 
zation a 328, OOK) 681, 000 638, 000 574, 000 676, 009 2, 856, 000 
International Telecommuni- | 
eations Union 79, 000 83, 000 75, 000 51, 000 200, 000 
United Nations 185, 000 1, 290, 000 977, 000 880,000 | 2, 589, 000 5, 970, 000 
United Nations Education, 
Scientific and Cultural 
Organization 129, 000 906, 000 905, 000 815, 000 827, 000 3, 637, 000 
World Health Organization 202, OOK 2, 293, 000 926, 000 834, 000 1, 398, 000 5, 710, 000 
World Meteorological Or- 
ganization 79, 000 83, 000 75, 000 51, 000 200, 000 
Total 7 a-'s--=| 1,350,000 8, 438, 000 5, 062, 000 4, 558, 000 7, 592, 000 27, 000, 000 


United Nations program of technical assistance—Estimates by fields of activity, 
calendar 1953 


Ex pe rts Fellow ships Supplies 
Activity a 7 —— and | Total 
Number Cost Number Cost materials 
1. Agriculture, forestry, and fish 
eries j 205 | $3, 628, 500 320 | $1,024,000 | $2,046, 500 | $6, 699, 000 
2. Health and sanitation 222 2. 730, 600 245 784, 000 1, 568, 200 5, 082, 800 
3. Natural resources, public works 
and transportation 92 1, 131, 600 100 320, 000 559, 000 2, 010, 604 
4. Education 103 1, 266, 900 111 355, 200 635, 000 2, 257, 100 
5. Industry, handicraft, and hous- 
ing 149 1, 832, 700 160 512, C00 915, 100 3, 259, 80) 
6. Public administration 192 2, 361, 600 205 656, 000 648, 500 3, 666, 100 
7. Joint economic commissions 
ind surveys 62 762, 600 52 166, 400 125, 600 1, 054, 600 
Administrative costs 2, 970, 000 


Tota ‘ 1,115 | 13,714, 500 1,193 3, 817. 600 6. 497, 900 27, 000, 000 





United States share, 60 percent 
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3. Refugees and immigration (sec. 4 (c)) 


(a) Arab refugees.—Since the Congress last considered the problem 
of Arab refugees their number has decreased only 25,000—from 875,000 
to 850,000. The immediate problem is still one of relief. At the 
General Assembly meeting last fall approval was given (the Soviet 
block abstaining) to a program seeking a solution of the refugee prob- 
lem within a 3-year period, beginning in July 1951 and er nding June 
1954. The over-all plan of the United Nations Relief and ‘Works 
Agency for Palestine refugees (UNRWA) calls for the reintegration 
of 150,000 refugee families into the near-eastern economy. Some 
90,000 of these families are of rural background and might be resettled 
on the land at an estimated cost of $1,900 per family. The remaining 
60,000 families made their living in urban and village communities 
in Palestine where the w age-earning members were skilled and semi- 
skilled workers and artisans. Training and placement services will 
be used to help these people find suitable employment for their par- 
ticular talents. This aspect of the program will cost on the average 
about $500 per family. 

If circumstances permit, commitments under this reintegration 
program are expected to reach $50 million for the first year, $100 
million the second year, and $50 million the third year. As rein- 
tegration progresses, it is hoped to cut back relief expenditures from 
$27 million in the first year to $18 million in the second year and $5 
miblion in the third year. 

From the beginning of the original United Nations relief program 
in 1948 to the end of 1951, total governmental contributions and 
pledges amounted to $153 million. Of this sum, United States con- 
tributions and pledges amounted to $93,450,000 or 61 percent. 

For the fiscal year 1953 the committee recommends $65 mil- 
lion toward a total budget of $118 million. In view of the magni- 
tude of the $250 million 3- year program, and the difficulties in raising 
this large sum, it is possible that the proportionate contribution of the 
United States to the program may rise to a larger percentage than in 
the past. In no case should the United States share exceed 70 percent 
of the total contributions of otber governments, which is the percent- 
age administratively determined for the current fiscal year. Since 
the inception of the program, 43 countries have contributed either 
cash, supplies, or services. The United States is continuing its 
efforts, both through diplomatic and United Nations channels, to 
obtain the widest and most generous possible support. 

United States payments toward the 1 ‘eintegration program will only 
be made as firm plans for resettlement are ‘proposed by the Agency 
and accepted by the countries concerned. Such resettlement plans 
must be accompanied by corresponding reductions in the relief rolls 
of the Agency. It may be noted that the Arab League and the Arab 
delegations to the United Nations are on record as favoring the pro- 
posals of the Agency. It remains to find specific projects that will be 
acceptable to these ¢ ountries, to the refugees, and to the United States. 

The United States is not committed to a perpetuation of relief in 
this area. Negotiations with the states in this area have reached a 
point where the United States has reason to expect a convincing 
demonstration of constructive accomplishment this year. 

(b) Immigration into Israel_—The core of Israel's problem is the 
sookagaia y of its agricultural and industrial resources to support its 
growing population. Of the 669,000 immigrants who have entered 
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the country since 1948 about 273,000 have been assimilated with 
respect to employment and housing. About 396,000 are in various 
degrees of assimilation. The diminution of immigration in the last 6 
months gives some promise of relieving the problem. 

Israel’s critical finencial situation arises from its efforts to remove 
the refugees from relief and make them into productive citizens. 
Foreign-exchange reserves have been exhausted and it is living from 
day to day on its receipts and short-term borrowings from abroad. 
Prices are soaring and its industry is crippled by the inability of the 
Government to supply foreign currency for the purchase of raw 
materials for processing. 

For the current year Israel has received $63,500,000 from the United 
States for relief, resettlement, and economic development. About 78 
percent has been applied to relief and resettlement programs and 21 
percent to economic development. 

This bill carries $76,000,000 for next year’s program. Again the 
major emphasis will be on relief and resettlement with about 70 
percent devoted to those purposes. The relief will be supplied partly 
in the form of foodstuffs and fodder for livestock, and partly in the 
form of materials for clothing. Funds for resettlement will be used 
for housing and farm building construction, and the importation of 
seed, fertilizers, insecticides, farm machinery, livestock, and other 
necessities, including medical facilities and fuel supplies. The remain- 
ing 30 percent will permit a continuation of assistance in expanding 
and increasing the efficiency of industrial and agricultural facilities, 
power production, and transport. 

The $76,000,000 carried in this bill should do much to contribute to 
an alleviation of Israel’s distress. While no terminal date for external 
assistance can be determined at this time, this money, together with 
the more than $400,000,000 for assistance to Israel, given by United 
States citizens in their private capacity, should make possible an early 
target date for the completion of the resettlement program. As in the 
case of the Arab refugee program, the United States has reason to 
expect a convincing demonstration of constructive accomplishment 
this year. 

(c) Provisional Inte rgovernmental Committee for the Movement of 
Vigrants from Europe (PICMME) (sec. 7 (l))—The provision leading 
to the establishment of PICMME originated in the Committee on 
Foreign Affairs and was adopted by the Congress. The organization 
is, im a sense, a creature of the Congress. <A detailed analysis of its 
accomplishments is, therefore, in order. The proviso to paragraph (2) 
of section 101 (a) of the Mutual Security Act of 1951 reads: 
Provided, That not to exceed $10,000,000 of the funds made available pursuant 
to this paragraph [economic assistance to Europe] may be utilized to effectuate 
the principles set forth in section 115 (e) of the Economie Cooperation Act of 
1948, as amended. 

This provision is known as the Kelly amendment. The relevant 
portion of section 115 (e) of the Economie Cooperation Act of 1948, as 
amended, referred to by the Kelly amendment, reads: 

The Administrator shall also encourage emigration from participating countries 
having permanent surplus manpower to areas, particularly underdeveloped and 
fependent areas, where such manpower can be effectively utilized. 


This sentence was added to the basic Economic Cooperation Act by 
section 106 (b) of Public Law 535, Eighty-first Congress. 
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The conference report on the 1951 act emphasized the intent of the 
Congress with respect to the proviso in these words: 

The committee of conference wishes to make clear its intent that none of the 
funds made available pursuant to the proviso should be allocated to any inter- 
national organization which has in its membership any Communist, Communist- 
dominated or Communist-controlled country, to any subsidiary thereof or to any 
agency created by or stemming from such org ‘anization. It is vital to the security 
of the United States and to the success of the surplus-manpower-emigration pro- 
gram that no international body with Communist influence receive any United 
States assistance for the purpose of such program (H. Rept. 1090, 82d Cong., p. 21). 


In approving the new authorization of $10,000,000 for United States 
contribution to the organization during calendar vear 1953 and making 
possible PICM ME’s continuation, that intent is again made a basic 
premise of United States participation and contribution. It is with 
this in mind that the committee amended subsection 7 (/) of the bill 
under consideration by striking out the phrase in the proposed new 
section 534 “‘or to any successor organization.”’ It is understood that 
the organization plans on changing its name by striking out the word 
‘Provisional’ in its title. ‘The intention of the executive branch was 
to take care of such an eventuality by making it possible for the 
United States to participate and contribute to the organization ‘‘or 
to any successor organization.” This phrase is not needed and is 
misleading. It is the e xpress intention of the committee in approving 
this authorization that the United States participate and contribute 
to the organization whether the word ‘Provisional’ appear in its 
title or not. Moreover, the words ‘for to any successor organization”’ 
might be misconstrued as authority for the executive branch to defeat 
congressional intent with respect to Communist membership. That 
is the thought behind the committee’s amendment. The committee 
amendment, in addition, contains language to make sure that no 
United States funds are used to pay the salary (or expenses) of the 
Director General of PICMME if such officer has been at any time 
employed by UNRRA or TRO. 

Largely due to United States initiative and efforts, PICMME was 
established in December 1951. It has already held two sessions, the 
first at Brussels in December 1951, and the second at Geneva in 
February 1952. To date the following countries have become mem- 
bers of the organization: Australia, Austria, Belgium, Bolivia, Brazil, 
Canada, Chile, Denmark, France, Germany, Greece, Italy, Luxem- 
burg, the Netherlands, Switzerland, Venezuela, and the United States 
making a total of 17. It is hoped that the following countries will 
join shortly: Norway, Paraguay, Sweden, Israel, Argentina, New 
Zealand and the United Kingdom. In February of this vear 
PICMME took over 10 ships relinquished by the International 
Refugee Organization (TRO) for the movement of migrants. The 
projected movement of migrants in the approved plan for calendar 
vear 1952 is as follows: 

From To 
Germany__ * 17, 000 | Canada 10, 000 
Italv and Trieste 35, 000 | United States 1 38, 000 
Austria 3, 000 | Australia 25, 000 
The Netherlancs 5, 000 Latin America- 31, 000 
Greece 4, 000 New Zealand 3, 000 


Tot. 37, 000 Total 137, 000 


Rervese its ethnic Germans ‘rom Germany and Austria entering the United States under provisions 
of the United States Displaced Persons Act of 1948, as amended. 


99215—52——_-§ 
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Thus far, 31,000 migrants have been moved as follows: 


From— To— 
OPIMOING a8 e's on 22, 000 COIR See oo eer 2, 000 
Italy and Trieste______-- 2, 000 United States.........-. 24, 000 
ah a a a 5, 000 PAT ics ns Bata 3, 400 
The Netherlands______ : 2, 000 Latin Amero... cc es 1, 500 
New Zealand._.._-...-- 100 
NN i os > Bh OOO ac | ae gicealelie tahoe 31, 000 


The budget of PICMME calls for the expenditure of $41,350,660 
for calendar year 1952. The United States contribution is $10,000,000 
(the amount appropriated in the Mutual Security Appropriation Act, 
1952). $5,000,000 has already been turned over by the United States 
to PICMME. The balance has been obligated. It is expected that 
the budget for calendar year 1953 will be about the same, with the 
possibility that with additional countries becoming members, this 
budget will be raised without raising the United States share. All 
countries are required as a condition of membership to contribute to 
the administrative expenses which, for calendar year 1953, will amount 
to $2,359,000. For 1953, the number of migrants will be approxi- 
mately the same as for 1952, with an increase in the number of mi- 
grants being moved to Latin America. Under present law, there will 
be little or no movement of migrants to the United States during 
calendar year 1953. 

4. Austria 

Austria is unique in that it is the only area in the world which is 
under four-power control and occupation (United States, France, 
the United Kingdom, and Russia). The country is divided into four 
zones. Despite this fact, it has, unlike Germany, a central govern- 
ment whose authority extends to all areas of the country. It super- 
vises its own internal life and controls the police and local authorities 
in the four zones of occupation. 

The control agreement of June 28, 1946, establishes the rights and 
privileges of, the occupying powers. On October 16, 1950, United 
States respohsibility for the occupation of Austria was transferred 
from the Army to the Departme nt of State. Our interests in Austria 
are watched over by a High Commissioner, who also functions as the 
United States Ambassador to Austria. He, together with the French, 

sritish, and Soviet High Commissioners, sits in the Allied Council, 
which meets twice a month. The Council has original jurisdiction 
over certain matters as outlined in the control agreement, such as the 
security of the occupation, property questions, DP’: s, and the like. 
It also has a 31-day veto over laws passed by the Austrian Parliament, 
other than constitutional laws. Unless there is a unanimous veto 
by the Council, the laws passed by the Parliament become law 31 
days after their promulgation. 

In 1946, the United States started to negotiate a four-power treaty, 
which would reestablish Austrian independence and soyereign rights, 
and which would provide for the withdrawal of the occupation forces. 
That treaty is still under negotiation. ‘There is no immediate prospect 
of its conclusion due to Soviet intransigence and unwillingness to with- 
draw from Austria. 

In the national elections held since the end of World War I]—in 
1945, 1949, and 1951—and in the local elections, and in such thiags as 
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shop-steward elections, the Communist Party never obtained more 
than about 5 percent of the votes. This is generally true even in the 
area occupied by the Soviet military forces. 

Since Austria is under four-power occupation, it has no armed forces 
of its own. It can have no army until the signing of the four-power 
treaty. It cannot join in the rearmament of Western Europe and 
hence is ineligible for military assistance under the Mutual Security 
Act of 1951. 

From the standpoint of Western European security, Austria’s 
primary importance lies in its strategic geographic loc ation. It con- 
stitutes the easternmost salient of the free nations in central Europe, 
has common borders with two of the Soviet satellites (Czechoslovakia 
and Hungary), forms the southern flank of Germany, covers the north- 
ern boundary of Yugoslvaia, and lies between Soviet Europe and 
Italy. 

United States aid to Austria has been strictly economic. For fiscal 
year 1952, Austria will receive a total of $120,000,000. Under this 
bill, $86,000,000 is proposed for fiscal 1953. The maintenance of 
Austria as a politically free and independent country supported by a 
strong and relatively self-sufficient economy is the goal of the Mutual 
Security Program. The assistance proposed in this bill should prove 
to be a vital element in the achievement of that goal. 


5. United Nations Korean Reconstruction Agency (UNKRA) (secs. 
5 (d), (e), (f), and (@)) 

Lhese sections are ainendments to section 303 of the Mutual 
Security Act of 1951, which authorized funds for assistance to Korea 
through contributions to UNKRA. While no new authorization of 
funds is provided for, section 5 (d) makes it explicit that the authori- 
zation in last year’s act for appropriations up to $45,000,000 continues 
in effect for the fiscal year 1953. None of this amount was appro- 
priated last year. Although the present language of section 303 of the 
Mutual Security Act of 1951 provides an authorization that is not 
limited to the fiscal vear 1952, it is believed advisable, in view of the 
language of section 512, that “funds shall be available as authorized 
* * * each fiscal vear,” to make it clear that the authorization 
continues through fiscal year 1953. 

Section 5 (e) is in effect a carry-over provision. It authorizes the 
extension through fiscal year 1953 of the availability of unexperded 
balances of funds made available last year by way of carry-over of 
unobligated cash balances of previous years’ appropriations for aid 
to Korea. This amounts to approximately $40,000,000. Should 
cease-fire arrangements be made before the middle of June 1952, the 
executive branch is of the opinion that the money presently available 
would be released in its entirety. 

Section 5 (f) and (g) substitute a new provision for the present 
set-off provision in section 3C3 (b) of the Mutual Security Act of 
1951. The existing language requires the United States contribu- 
tion to UNKRA authorized by section 303 to be reduced by the 
value of relief assistance supplied to Korea after UNKRA starts 
operations in Korea. The new provision expressly authorizes the 
Department of the Army, when UNKRA assumes full responsibility 
for relief and rehabilitation in Korea, to turn over to UNKRA up to 
$67,500,000 worth of the goods and services it has on hand or on 
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order for Korean relief, and it requires that the value of goods and 
services contributed to UNKRA from this Army “‘pipeline”’ be credited 
against the total amount the United States is pledged to contribute 
to UNKRA to the extent that the President determines such pipeline 
contributions should be made. 

The UNKRA program fits into the pattern of mutual security and 
the principle of self-help which the Congress has emphasized in the 
Mutual Security Program. UNKRA’s purpose is to help the Koreans 
in their own efforts to restore a self-sustaining economy. Its principal 
objectives are, according to the executive branch: 

(1) To provide the minimum food, shelter, clothing, and medical services re- 
quired to sustain life; (2) to assist in the development of agriculture, fisheries, 
coastal shipping, and mining so as to minimize food-import requirements and to 
maximize exportable surplus; (3) to assist in increasing the Korean production of 
goods and materials and in making the maximum use of indigenous resources; 
(4) to assist in measures designed to counteract the inflationary tendencies 
resulting from the war conditions; (5) to assist toward the achievement of economic 
conditions conducive to the maintenance of economic and political stability; and 
(6) to assist in the training of Koreans in technical skills in the fields of agriculture 
industry, public health, and education. 

Should the truce negotiations in Korea bear fruit, it is felt that 
H. R. 7005 will permit the attainment of the above objectives on an 
efficient and productive basis with a minimum of delay. 


V. Spectra Propiems 
A. PRIVATE ENTERPRISE 


One of the basic principles which the Congress has emphasized in 
the statutes governing the Mutual Security Program is the importance 
of private-capital investment as a potent force in raising the economic 
and social standards of underdeveloped areas. Not only does private 
investment bring capital, but it also brings with it technical knowledge 
and management experience, so sorely needed. Further, it relieves 
the American.taxpayer, in the long run, of the burden of governmental 
foreign aid Where cooperative aid can be appropriately handled by 
private sources. Moreover, private capital offers a natural vehicle for 
close cooperation between private citizen and private citizen rather 
than between government and government, and hence is of special 
importance. ‘There are several provisions in the law which deal with 
this principle, notably sections 516 and 520 of the Mutual Security 
Act of 1951, sections 403, 405 (e), 407, 409, and 410 of the Act for 
International Development, and sections 111 (b) (3) and 111 (e) (2) 
of the Economic Cooperation Act of 1948, as amended. They were 
seriously and carefully written by the legislative branch. It was, and 
is, intended that they be implemented. ‘lhe committee is not satisfied 
that the Director for Mutual Security has exerted all the reasonable 
effort possible to implement those provisions. In amending section 
516 of the Mutual Security Act, the committee makes more explicit 
in this bill its intent with respect to the role of private enterprise in 
building mutual security. It is not, of course, the objective of this 
program to benefit private capital. ‘The point is that private capital 
has a definite place in the program which should be recognized by the 
executive branch and our partners in mutual security. 
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1. Increasing flow of private capital (sec. 7 (j)) 

Section 7 (j) of this bill amends section 516 of the Mutual Security 
Act by requiring the Mutual Security Agency, the Department of 
State, and the Technical Cooperation ‘Administration to take certain 
steps essential to an increase in private capital flow. These agencies 
are to act under the coordination of the Director for Mutual Security, 
which accords with the basic administrative pattern of the Mutual 
Security Program. The Mutual Security Ageney will have the job 
of conducting a thorough study of the legal and other impediments, 
foreign and local, to private investment abroad, and how those 
impediments can be removed or decreased. The committee is aware 
of the fact that the Director established on January 25, 1952, an 
interagency advisory committee to recommend ways and means of 
implementing section 516 (1) of the act. To date, however, no recom- 
mendations have been brought to the attention of the committee. 
The language of section 516, as amended, should produce a more fruit- 
ful study than that now being undertaken, especially where it is 
required that the study be made in cooperation with private business 
groups. 

It is the idea of the committee that the required study should prove 
valuable to the jobs which the Department of State and the Technical 
Cooperation Administration are required to perform under the 
amended section 516. The Department of State is to take the study 
into account in accelerating a program of negotiating commercial and 
tax treaties, or other arrangements where more suitable or expeditious, 
which shall include provisions to encourage and facilitate the flow of 
private investment to recipient countries. Treaties of friendship, 
cominerce, and navigation or economic development were signed in 
1948 with Italy and in 1950 with Lreland, containing extensive pro- 
visions to assure the security of United States economic enterprises 
in those countries. One was signed with Uruguay in 1949 and 
is now awaiting ratification by Uruguay. The Uruguay treaty is a 
most desirable model to be followed. Treaties were concluded during 
1951 with Colombia, Denmark, Greece, Israel, and Ethiopia, and are 
awaiting the advice and consent by the Senate to United States rati- 
fication. It is the desire of the committee that, where the usual 
commercial treaty May encounter undue delay in negotiation, the 
executive branch should resort to more expeditious or “short form’’ 
arrangements to speed up the negotiating process insofar as private 
capital is concerned. 

In carrying out its programs, the TCA should intensify its imple- 
mentation of the legislative mandate: “The participation of private 
agencies and persons shall be sought to the greatest extent practi- 
cable” (sec. 407, Act for International Development). Thus far 
TCA appears to have given this provision a most gentle nod, where ¢ 
push is required. The private contract record to date of the TC A 
($6,000,000) is small and includes only a slight amount for industrial 
firms ($1,425,000). As a policy for the future TCA must increase 
its efforts to attract a greater private industrial participation in 
the Point IV program. To bring this point home to the TCA, the 
amendment requires the Administration “to encourage and facilitate 
a greater participation by private industrial groups or agencies” (which 
would include individual business firms) in private contracts awarded 
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by the TCA. The Administration is further required to find and draw 
the attention of private enterprise to opportunities for investment and 
development in underdeveloped areas. The TCA has a positive re- 
sponsibility toward private capital in helping private capital do the 
job it wants, and can do, together with government—toward mutual 
security. 

2. The guaranty program (secs. 7 (j) and 7? (L)) 

Section 520 of the Mutual Security Act reads: 

Funds realized from the sales of notes pursuant to section 111 (¢) (2) of the 
Economic Cooperation Act of 1948, as amended, shall be available for making 
guaranties of investments in accordance with the applicable provisions of sections 
111 (b) (3) and 111 (e) (2) of the Economie Cooperation Act, as amended, in any 
area in which assistance is authorized by this Act. 

The Mutual Security Agency states that out of the $200,000,000 
basic statutory authorization for guaranties a total of 37 industrial 
guaranties in the amount of $33,686,104 had been issued under section 
111 (b) (3) of the Economic Cooperation Act of 1948, as amended, 
all for investment in European countries. Of these, 35 cuaranties 
in the amount of $ $32,408,704 covered the risk of inconvertibility of 
foreign currency receipts (including one forward contracting guaranty 
in the amount of $550,000) and two guaranties in the amount of 
$1,277, 400 covered the risk of loss throu ch expropriation or confisca- 
tion. As of March 15, 1952, there were pending 45 completed ap- 
plications for convertibility guaranties in the approximate amount of 
$50,000,000 and 18 applications for expropriation guaranties in the 
approximate amount of $19,090,000. The Mutual Security Agency 
poits out that no formal applications have been made other than for 
Kuropean countries. Guaranties have been issued to protect new 
investment in a variety of manufacturing industries in England, 
France, the Netherlands, Germany, and [taly; in two construction 
engineering firms in France; and in an agricultural project in Italy. 
Individual guaranties range in size from $17,500 to $14,500,000. 

The section quoted above has raised in the executive branch ques- 
tions conceriiing the scope of the investment-guaranty program au- 
thorized by this section. For example: Shouk lit apply to any type of 
program authorized by the Mutual Security Act or should it extend 
only to the types of programs for which investment guaranties have 
hitherto been granted, except that now all areas of the world may be 
covered? The purpose of the provision is to broaden not only the area 
of coverage of the investment, but also the type of program. Thus, 
for example, a private investment in a Point LV country which is in line 
with the purposes of the Act for International Development may be 
given a guaranty. The Mutual Security Agency has stated that, 
under present criteria, in Latin America its guaranties would be used 
only to encourage inv estment which contributes direc ‘tly to mutual de- 
fense programs. Such a criterion is narrow and overlooks the non- 
defense long-range security aspect of the Point 1V program, as well as 
congressional intent. Section 7 (j) of the bill amends section 516 of the 
Mutual Security Act to make congressional intent unmistakable. 
The Mutual Security Agency is required, in cooperation with private 
business and Government agencies, to encourage a greater participa- 
tion by private capital in the guaranty program, including programs 
consistent with the Act for International Development, and to this 
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end to develop broad criteria in place of the Agency’s narrow ones. 
Such broad criteria should stimulate a greater and wider use of 
guaranties under any type of mutual security program, in keeping 
with congressional intent. 

In this connection, to make certain that the investment and infor- 
mational media guaranties continue after June 30, 1952, the com- 
mittee in section 7 (1) of the bill added a new section (537) to the 
Mutual Security Act which will permit any department or agency of 
the Government designated by the President to exercise the guaranty- 
making authority beyond June 30, 1952. 


8. International Finance Corporation (sec. 7 (l)) 


In its report on the Mutual Security Act of 1951, the committee 
pointed to one important potential means of stimulating the flow of 
private investment to the underdeveloped areas of the world—the es- 
tablishment of an International Finance Corporation as an affiliate of 
the International Bank for Reconstruction and Development (IBRD). 
The committee had studied carefully and been impressed with the 
recommendations contained in the March 1951 report of the Inter- 
national Development Advisory Board (Rockefeller report) with 
respect to such a corporation. uring its consideration of the present 
bill the committee had available the statement of the Honorable 
Nelson Rockefeller in amplification of the desirability of such a mech- 
anism. According to Mr. Rockefeller, the Corporation would forward 
the following objectives: 

1. It would encourage the growth of enterprise under the private control and 
management that has proved its strength and dynamic thrust in the United 
States, instead of encouraging the further encroachment of Govermment operations 
upon fields to which that form of control is ill-adapted. 

2. It would give further evidence of the willingness of the United States to act 
through international agencies instead of proceeding exclusively upon a bilateral 
approach. This has the advantages of strengthening the international structure 
to which we are committed, and of encouraging other nations to share a burden 
that, far too frequently, has been accepted as the exclusive responsibility of the 
United States. 

3. The program follows the sound principle of extending the existing resources 
of an established institution for functions of the type that it has demonstrated its 
competence to perform effectively instead of building up expensively wasteful, 
duplicative machinery. It assures that the United States funds committed will 
be managed by an agency that has an established record of operating uron sound 
business principles rather than upon political motivations. The IBRD record 
is excellent with respect to the selection of genuinely productive projects that have 
prospects both of economic solvency and of making constructive contributions to 
the economies of which they are a part. 

4. The project will be effective in providing equity capital for sound enterprises 
in capital-short areas, under restrictions to assure that the control and the man- 
agement functions will be kept in private hands. There is further assurance of 
the intent to avoid government control in the principle of encouraging private 
local capital to buy out the International Finance Corporation’s equity interests 
as soon as a project is well launched. This pattern of operations will stimulate 
the establishment of local private capital markets for productive enterprises, 
which is one of the prime needs in most underdeveloped areas, 

5. The power to make both equity investments and loans will enable the Inter- 
national Finance Corporation to achieve maximum flexibility in financing, or 
supplementing the financing, of worthy development projects. It will make it 
possible to work out the most satisfactory combination of junior and senior obli- 
gations, the proper ratio of debt and equity capital, and the desired balance be- 
tween local and foreign participation. It is particularly important to avoid over- 
burdening the capital structures of new ventures with fixed obligations, a condition 
that is highly prejudicial to the successful initiation of business enterprises. 
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6. Well-selected equity investments may be expected to return to the Inter- 
national Finance Corporation income yields substantially higher than the IBRD 
can realize under its existing form of operations. Such returns, together with 
additional capital gains from the sale of equity holdings in successful ventures, 
will allow the International Finance Corporation to assume certain exchange risks 
in soft currency areas and to operate without the Government guaranties that 


have been a necessary requirement of IBRD loan operations. Thus, the new 
agency will have a degree of freedom in supporting privately owned and managed 
business ventures without subjecting the m to Government sanctions and controls 


inevitable when Government guaranties are required. 


The committee amended section 7 of the bill by adding a new sec- 
tion (535) to the Mutual Security Act, which provides the oppor- 
tunity for and encourages the creation of an International Finance 
Corporation. The new provision permits up to $100,000,000° of 
defense support, economic and technical assistance funds to be used 
for subscription to the capital of the corporation. The purpose of 
the amendment is to increase the participation of private enterprise 
and investment in developing the resources of the areas covered 
by the act and to mobilize local capital for such development and 
investment. 

This provision, linked together with the other private enterprise 
provisions written into the bill by the committee, should provide 
better machinery for utilizing the facilities and experience of private 
enterprise as an arm of the mutual-security effort, and to further the 
economic and technical assistance phases of the Mutual Security Act. 

Clounte rpart (sec. 9 (b 


In spite of the fact that the countries which have received United 
States aid in the past have made substantial economic progress and 
that those damaged by war have shown a remarkable recovery, the 
standard of living of the masses of the people in most countries has 
not shown a corresponding improvement. In an effort to approach 
this problem, the Congress last vear included in the Mutual Security 
Act section 516 which requires that the act be administered so as 
to encourage private enterprise to develop the resources of foreign 
countries, to discourage cartel and monopolistic practices and_ to 
encourage the development of free labor unions. 

The fact that European labor is worse off than it was before the 
war in many countries which have benefited from United States eco- 
nomic assistance is indicated by the following table: 


Real hourly earnings of industrial workers in selected European countries, 1938-51 


[1938= 100] 


Country 1948 average June 1950 June 1951 
Austria, Vienna ; 87 s4 85 
Belgium 7 mais 96 111 110 
France, Paris ; So abcos 63 271 281 
Germany, Bizone ‘ ‘ sewed SI 103 112 
Italy : Kata aks 112 117 117 
Netherlands ee 102 95 93 
Norway ean 113 120 119 
Denmark ‘ 119 123 122 
United Kingdom 120 132 133 
Sweden 134 144 145 


| With family allowances included, French figures are as follows: 1948 average, 89; June 1950, 92; June 1951, 
107. 
2 Octohber 


Source: BLS. Family allowances not included 
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In order to stimulate action in accordance with section 516, provi- 
sion is made in this bill that the equivalent of $100,000,000 of counter- 
part funds shall be used exclusively in programs furthering the 
objectives of section 516. 


B. PERSONNEL (SECS. 7 (C) AND 7 (D)) 


In order that the House may have before it the figures on personnel 
employed in carrying out the Mutual Security Program the following 
tables are submitted. These figures are as of January 31, 1952. 


Employed by 


ODMS MSA State | TCA Defense Total 

In United States. _- . - : 59 1, 157 329 R92 30, 062 32, 499 
Overseas: 
American a Se a AP a = , vee 1, 404 472 681 5, 109 7, 666 
Non-American 2, 885 1, 073 284 1, 671 5, 913 
Total___. : coum 59 5, 446 1, 874 1, 857 36, 842 46, O78 
Paid from 

ODMS MSA State TCA Defense Total 
Administrative funds 58 2,014 801 931 6, 324 10, 128 
Program funds 1 5A7 882 5, 731 27, 161 
Local currency shea 2, 885 1, 073 44 4, 002 
Defense Department . 4, 787 4, 787 
Total - al : 59 5, 446 1, 874 1, 857 36, 842 | 46, 078 


Salaries and expenses of military personnel in United States and overseas are not charged against admin- 


istrative costs. Station allowances for overseas personnel are paid from administrative funds or from con- 
tributed local currency eavel and transooctation of depend nts are charged to administrative funds. 
Non-A nici civilivas are hired for MAG’s by Department of State and paid in local currency. They 


are carried under Department of State. 


The Mutual Security Act of 1951 reduced the personnel of the 
Mutual Security Agency by 10 percent. But the MSA is only one 
of several agencies engaged in carrying out the act. The State 
Department, the Defense Department, and TCA also come within the 
scope of its provisions. Hence the committee gave close scrutiny 
to all the personnel engaged in the administration of the law. It 
interrogated witnesses and sought the advice of the executive branch 
ona reduction in numbers. Those paid from local currency are aliens. 
The local currency constitutes no charge against the United States. 
Personnel paid from program funds are numerically the largest. To 
effect a reduction in their numbers, however, appeared to work undue 
hardship on the programs. They include such diverse groups as 
technicians working on Point IV programs and ungraded civilian 
workers employed in arsenals and Government vards. Many of the 
latter group are on a daily or hourly pay basis. In the case of techni- 
cians a cut-off date would place a heavy burden on TCA. _ Its person- 
nel strength is still far short of the targets that the Congress has 
approved. 

The committee has recommended a 10-percent reduction in military 
personnel and those paid from administrative funds, with certain 
exceptions. It is estimated that this provision will result in a reduc- 
tion of over 1,000 people. 
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Unless care were taken in writing this amendment, the last em- 
ployed would be the first discharged. This was not the primary objec- 
tive of the amendment. The committee was desirous of eliminating 
the drones. It therefore gave careful attention to the language of the 
proviso. In order that the reduction may be carried out without 
any loss of effectiveness the Director for Mutual Security is to dis- 
tribute the cut among the various agencies. The head of each agency 
is thereafter to determine in his own discretion which employees he 
will retain as most capable of carrying out the program, without regard 
to existing statutes, regulations and procedures for reduction in force. 

Last fall the Congress cut the number of supergrades from 100 to 59. 
Under the terms of the Mutual Security Act these were made nal 
able only to employees of the MSA. Individuals in other agencies 
have responsibilities commensurate with those of MSA. The com- 
mittee therefore recommends (sec. 7 (c)) that these positions be made 
available to employees in the U nited States in the Departments of 
State and Defense and the Technical Cooperation Administration 
engaged in carrying out the several programs authorized by this act. 
Such distribution will be the responsibility of the Director for Mutual 
Security. 

C. ESCAPEERS 


Section 101 (a) (1) authorizes the use of up to $100,000,000 of title I 
funds to form selected persons who have escaped from certain Com- 
munist-dominated countries or areas in Europe into elements of the 
military forces supporting the North Atlantic Treaty Organization or 
for other purposes when the President determines that such assistance 
will contribute to the defense of the North Atlantic area and to the 
security of the United States. The bill makes no change in this 
provision. 

The main purpose of this provision is to give those who have escaped 
from the tyranny of communism and risked their lives for freedom 
an opportunity to play a part in the defense of freedom and liberty. 
It was made clear in the debate last year that this provision of section 
101 (a) (1)'is discretionary, and, in the event military elements were 
formed, the principle of volunteering should be adhered to. The 
executive branch is considering ways and means to implement this 
provision. 

Despite the strict border control exercised by the Communist- 
controlled countries, a few hundred Balts, Poles, Czechs, Slovaks, 
Rumanians, Bulgarians, Hungarians, Ukrainians, Russians, and 
Albanians continue to risk their lives each month to take refuge in the 
west. The free countries bordering on the iron curtain, together with 
some help from private voluntary organizations, have carried the 
responsibility for providing food and shelter for these destitute people. 
These countries cannot carry this burden alone for they not only have 
their own problems of overpopulation, but must also take care of the 
large number of their compatriots and others of the same ethnic origin 
who have been expelled or have escaped from the iron curtain areas 
since the end of the war. The committee notes that under the 
authority granted in section 101 (a) (1), the executive branch has 
developed and the President has approved a program of $4,300,000 
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to help ameliorate the conditions of those who have escaped: from 
behind the iron curtain. 

The committee calls the attention of the House to the efforts made 
by the Soviet Union and her satellites to misrepresent the intention 
of Congress in passing this provision of the Mutual Security Act of 
1951. At the United Nations General Assembly meeting in Paris last 
fall, the Soviet representative charged that it was the purpose of the 
United States under this provision to interfere in the domestic affairs 
of the Soviet Union and the satellite states. Mr. Vishinsky even 
claimed that the intention was to organize hostile armed forces inside 
the Soviet Union. Subsequently, the Soviet Union and the states 
under her control sent notes to the same effect to the State De- 
partment. 

These misrepresentations and charges were answered by the Hon- 
orable Mike Mansfield and the Honorable John M. Vorys, members 
of the committee, at the General Assembly meeting which they at- 
tended as United States delegates, and by the State Department in 
replies to the notes from the Soviet Union and her satellites. 

These replies pointed out the hypocrisy of the Soviet Union in 

making these charges, when, as everyone knows, the Soviet Union is 
notorious for interfering in the internal affairs of every nation in the 
world, spreading subversion, fomenting dissension and insurrection, 
engaging in espionage and sabotage, and carrying out a policy of 
naked aggression and annexation. In the words of the Honorable 
Mike Mansfield in the General Assembly: 
* ¥* * The Soviet Union has raised domestic interference to the status of an 
international profession providing employment to many thousands of people. 
The American people and many other people have spoken out against this inter- 
ference * * *. Until the eastern European countries are once again inde- 
pendent, and in control of their own interests and destinies, Americans will 
continue to speak out against the tyranny imposed upon them, 

It is not an act of aggression, Mr. Chairman, to hope that a people in chains 
will = day be free. It is not an act of domestic interference to express that hope 
In pubiic. 

This hope of ours that freedom and independence will be world-wide is shared 
with many millions of people. For Americans, this hope is anchored deep in 
our own national philosophy. We abide by the self-evident truths stated in our 
own Declaration of Independence; that governments derive their just powers from the 
consent of the governed; that when government becomes destructive of these 
ends, it is the right of the people to alter or abolish it, and to institute new gov- 
ernment. 

The American people have no intention of repealing the Declaration of Inde- 
pendence. 

We wish to see the day when all people who have sought asylum with the free 


nations will have the chance to return peacefully to their homes and start their 
lives anew in the country of their birth. 


The United Nations accepted the explanation of congressional 
intent given in the General Assembly by Members of Congress who 
were delegates, rejected the explanation given by the Soviets, and 
dismissed the Soviet charges. 


D. CONDITIONS AND ELIGIBILITY (SEC. 7 (G)) 


Countries which receive assistance under the Mutual Security Act 
of 1951 are required by section 511 of that act to agree to certain 
specified conditions in order to be eligible for such aid. Two sets of 
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conditions are provided. Countries receiving economic or technical 
assistance only (not military) are required merely to— 


join in promoting international understanding and good will, and in maintaining 
world peace, and to take such action as may be mutually agreed upon to elimi- 
nate causes of international tension. 


Countries which receive military assistance are required to agree, 
in addition to the conditions just enumerated, to the following: 


Fulfill the military obligations which it has assumed under multilateral or 
bilateral agreements or treaties to which the United States is a party; 

Make, consistent with its political and economic stability, the full econtribu- 
tion permitted by its manpower, resources, facilities, and general economic con- 
dition to the development and maintenance of its own defensive strength and 
the defensive strength of the free world; 

Take all reasonable measures which may be needed to develop its defense 
capacities; and 

Take appropriate steps to insure the effective utilization of the economic and 
military assistanee provided by the United States. 


Although there have been a number of press reports of delays 
encountered in negotiating these agreements and some editorial com- 
ment to the effect that the conditions imposed are too onerous, at 
present no country is being denied aid because of its refusal to accept 
the conditions provided in section 511. Military assistance to Iran 
was held up until April 24, 1952, when an informal agreement was 
reached which was held to meet the requirements of section 511 (a). 
Iran has not been willing to sign a formal agreement conforming 
with the exact language of section 511 (b). It has been held by the 
executive branch, on the basis of a letter from the Premier to the 
United States Ambassador, thanking the United States “most grate- 
fully for any kind of assistance which you consider suitable,’ promis- 
ing to “endeavor to insure effective utilization of such assistance, * 
and stating: 

I desire to point out, without assuming any new obligation, that the Government 
of Iran as a signatory of the Charter of the United Nations gives its allegiance 
to the principles contained in that Charter 


that Iran “has previously agreed to commitments along the lines set 
out” in section 511 (b). 
Article I of the Charter of the United Nations provides: 


The purposes of the United Nations are: 

1. To maintain international peace and security, and to that end: to take 
effective collective measures for the prevention and removal of threats to the 
peace, and for the suppression of acts of aggression or other breaches of the 
peace, and to bring about by peaceful means, and in conformity with the 
principles of justice and international law, adjustment or settlement of inter- 
national disputes or situations which might lead to a breach of the peace; 

2. To develop friendly relations among nations based on respect for the 

principle of equal rights and self-determination of peoples, and to take other 
appropriate measures to strengthen universal peace; 

3. To achieve international cooperation in solving international problems 
of an economic, social, cultural, or humanitarian character, and in promoting 
and encouraging respect for human rights and for fundamental freedoms for 
all without distinction as to race, sex, language, or religion; and 

1. To be a center for harmonizing the actions of nations in the attainment 
of these common ends. 
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In the case of Indonesia, an agreement as required by section 511 
has been reached and is in effect. Subsequently the Government has 
fallen, this agreement being cited as a major cause of its downfall. 
Whether or not it will be repudiated cannot now be foreseen. The 
opposition to the agreement apparently was not directed at any par- 
ticular paragraph or phrase of section 511. The general charge was 
made that by signing any agreement with the United States, the 
Government had alined itself with the “American imperialists’ and 
failed to preserve a proper neutrality favoring neither the Soviets nor 
the west. Furthermore, it cannot be said that this matter was the 
only important issue. A strong opposition seized on this and a num- 
ber of other subjects concerning which there was widespread dissatis- 
faction and were able to vote the Government out. 

Ireland was willing to accept the substance of section 511 (b), but 
refused to adhere to the purposes and principles of the Economic 
Cooperation Act as they now stand, including the purpose contained 
in section 2 of the Mutual Security Act of 1951. 

The following explanation of the status of Lreland was given by Hon. 
W. Averell Harriman, Director for Mutual Security, in a letter to 
Hon. James P. Richards, chairman, Committee on Foreign Affairs: 


Assistance to Ireland has been furnished under the provisions of the Economie 
Cooperation Act of 1948. Section 115 (b) of that act requires that a country, as 
a condition of assistance, must express its adherence to the purposes and policies 
of that act. These purposes were amended by section 2 of the Mutual Security 
Act of 1951 to inelude the purpose “to strengthen the mutual security and indi- 
vidual and collective defenses of the free world, to develop their resources in 
the interest of their security and independence and the national interest of the 
United States and to facilitate the effective participation of those countries in 
the United Nations system for collective security.” In conformity with past 
practice, each country with which there was an Economie Cooperation agreement 
was asked to amend that agreement in order to adhere to the new purposes. 
Ireland had done this on February 18, 1950, and again on June 7, 1951, by notes 
stating that reference in the Economie Cooperation Agreement to the Economic 
Cooperation Act of 1948 should mean that act as theretofore amended. This 
vear, the Government of Ireland was unwilling to express its adherence to its 
purposes as amended by the Mutual Security Act of 1951. 

Ireland was willing to sign the undertakings required by section 511 (b) of the 
Mutual Security Act of 1951, but these were additional to, not a substitute for, 
the other requirement. Under the circumstances, suspension of aid to Ireland 
was required by law. * * *  Treland was in fact prepared to give the section 
511 (b) assurances; the suspension of aid was in fact made necessary by the pro- 
visions of the Economie Cooperation Act of 1948, as amended. 


[t should be noted in this connection that in order to receive ECA 
aid [reland accepted the requirements of subsection (b) of section 115 
of the Economic Cooperation Act of 1948, which provides in part: 


The provision of assistance under this title results from the muitilateral pledges 
of the participating countries to use their efforts to accomplish a jownt recovery 
program based on self-help and mutual cooperation as embodied in the report of 
the Committee of European Economie Cooperation signed at Paris on September 
22, 1947, and is contingent upon continuous effort of the participating countries 
to accomplish a joint recovery program through multilateral undertakings and the 
establishment of a continuing organization for this purpose * * *. [Italics are 
inserted for emphasis and do not appear in the text of the act.} 


Negotiation of an agreement with Mexico tor military assistance 
has recently been broker off. An agreement under section 511 (b) 
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has been entered into aad techaical assistance is being continued to 
Mexico. 

Section 401 of the Mutual Security Act, dealing with military 
assistance to the other American Republics, provides— 


that such assistance may be furnished only in accordance with defense plans— 
which 

require the recipient country to participate in missions important to the defense 
of the Western Hemisphere. 

Apparently the breakdown of negotiations for military aid involved 
the entire question of Mexico’s ability to participate within her 
constitutional limitations and not the provisions of section 511 (a) 
directly. 

In section 7 (g) the committee tightened the conditions of eligibility 
by amending section 511 of the Mutual Security Act in the form of a 
new subsection (c) to the existing eligibility provisions. The new pro- 
vision reflects the continuing importance which the committee at- 
taches to the question of eligibility and the careful study and recom- 
mendations made by the special mission of the committee to Ger- 
many and certain other countries, comprising the Hon. Clement J. 
Zablocki, subcommittee chairman; Hon. Edna F. Kelly and Hon. 
Chester E. Merrow. The subcommittee’s study mission, under- 
taken in November and December 1951, covered Germany, Austria, 
Yugoslavia, lialy, and Spain, as well as other countries in Western 
Europe engaged in mutus al security programs with the United States. 
The new subsection makes explicit an underlying principle of section 
511 of the act: the most effective use of United States resources made 
available by the Mutual Security Act to stimulate and accelerate 
positive accomplishments toward mutual security. ‘Are the mutual 
security countries doing all they can to help themselves and to help 
us?” can only be answered with a “‘No.”’ The United States does not 
seek perfection. But we do expect progress. The new subsection 
therefore requires the Director for Mutual Security, in granting 
assistance, to take into account the progress made by recipient 
countries in the use of their own resources for mutual security. The 
Director must take whatever steps:he may find suitable or appropriate 
to assure effective use of these resources in order to help bring about 
that progress. No specific methods were written into the bill. <A 
method suitable or appropriate for one country may not be suitable 
or appropriate for another and depends upon the part a country has 
in the mutual security effort. But it is expected that countries 
effect tax reform, where needed, and equalize the tax burden where 
the average citizen is bearing an inequitable share of the tax burden. 
It is expected that countries take steps to discourage the flight of 
local capital where capital is so sorely needed. These are only ex- 
amples of “effective use’”’ of resources. There are many others. It 
is not the wish of the commiitee that the Director for Mutual Security 
interfere in the internal affairs of other countries. But when we are 
engaged in efforts which are mutual, and when the United States 
has demonstrated by the use of its leadership and its resources how 
vital it considers those efforts, it should not be deemed “‘interference”’ 
for one partner to expect of the other that progress be achieved in a 
security effort which is mutual. 
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E. SPECIAL USE OF FUNDS (SEC. 7 (H)) 


In recognition of the fact that there may be occasions when the 
United States should be able to show its friendship and its desire to 
help nations which are unable to sign formal agreements in order to 
qualify for assistance, provision is made in section 7 (a) that up to a 
total of $100,000,000 of the funds authorized (but not more than 
$20,000,000 to any one country) may be allocated to countries without 
regard to any conditions as to eligibility contained in the Mutual 
Security Act or any other act the funds for which are authorized by 
the Mutual Security Act when the President determines that such an 
allocation is in the interest of the security of the United States. 
Notification of the appropriate congressional committees is required 
when such allocations are made. 

Certain countries, because they are geographically exposed to Com- 
munist attack or because their internal political situation is so pre- 
carious that they are in danger of Communist subversion, are afraid 
to enter into agreements with the United States which might be 
interpreted as an alliance with the United States against the Soviet 
Union. Under this provision a timely grant of assistance might 
prevent such a country from falling under Soviet domination. 


F. EXCESS MATERIAL (SEC. 8 (A)) 


“Excess” is defined in the Mutual Defense Assistance Act as the 
quantity of equipment or material owned by the United States which 
is in excess of the mobilization reserve of such equipment and material. 
Mobilizs ation reserve means the quantity of such equipment or material 
determined by the Secretary of Defense under regulations prescribed 
by the President to be required to support mobilization of the Armed 
Forces of the United States in the event of war or national emergency 
until such time as adequate additional quantities of such equipment 
or material can be procured. The authority for the use of United 
States excess stocks for military assistance is contained in section 403 
(d) of Public Law 329, Eighty-first Congress, as amended by Public 
Law 621, Eighty-first Congress, and Public Law 165, Eighty-second 
Congress. 

The existing law permits the transfer of not to exceed $1 billion 
worth of stocks that are excess to the needs of the Military Establish- 
ment. This includes not only material transferred as grant aid 
without charge to appropriated funds except for the cost of repair and 
rehabilitation but also material sold at a fair value under the reim- 
bursable aid provisions of the act. The total amount of excess 
material programed in fiscal years 1950, 1951, and 1952 amounts to 
$853.9 million, of which $201.9 million has been programed for sale 
to various eligible countries at a fair value under the provisions of 
section 408 (e) of Public Law 329, Eighty-first Congress. Excess 
equipment with an acquisition cost of $539.6 million has been trans- 
ferred to recipient countries, of which $122 million has been transferred 
to various countries at a fair value under the provisions of section 408 
(ec). It is expected that considerable additional excess equipment will 
be programed in fiscal year 1953. The military departments estimate 
a minimum of additional excess equipment will be available for transfer 
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in the fiscal year 1953 under section 403 (d) of Public Law 329, Eighty- 
first Congress, as follows: 


Million 

Army 2. ma “ cue $B626 
Navy 266. 2 
Air Force 5. 0 
‘Total 326.8 


In view of these estimated availabilities of excess equipment for trans- 
fer under the fiscal year 1953 program, the total excess limitation of 
$1 billion presently authorized is increased by $200 million to a new 
total of $1.2 billion by section 8 (a). 

The military departments make the determimation of excess in 
accordance with the definition in the law. The process of determining 
what quantities of a particular item are excess Involves careful study 
and thorough screening. The total requirements for all elements of 
the United States Armed Forces, including the mobilization reserve 
and civilian components are computed. This is matched against the 
stocks on hand, including stocks of suitable substitutes, and when 
assets exceed requirements, the difference is excess. 

The authority for the transfer of excess equipment has permitted 
disposition to friendly nations of substantial quantities of some types 
of material not needed for United States forces, but valuable in build- 
ing up the strength of the combat forces of the free world. 


Acquisition cost of excess matériel transferred by major category (as of Feb. 29, #952) 


Vessels $236, 819, 572 | Medical $195, 991 
Vessel equipment 1, 491, 662 | Chemical and transpor- 

Aircraft 133, 966, 362) tation 287, 986 
Signal 1,067, 984} Publie Law 75 (Greek- 

Ordnance 163, 267, 773 Turkish aid) 1, 695, 752 
Engineer 203, 174 : 
Quartermaster 645, 502 Total 539, 641, 758 

NOTE Includes acquisition cost of excess equipment transferred under sec. 40S (e) of Public Law 329. 


Recapitulation of status of excess equipment (as of Mar. 31, 1952) 


1. Total limitation authorized—Public Laws 329, 621, and 165 $1, 000, 000, 000 
2. Total excess equipment programed—fiscal vears 1950, 1951, 


and 1952 $53, 999, 511 
3. Minimum excess equipment available for transfer fiscal vear 

1953 326, 798, 589 
4. Excess availabilities for transfer over authorized limitation 

2+3-1 180, 798, 100 
5. Additional excess limitation required fiscal vear 1953 200, 000, 000 


G. INTERNATIONAL CHILDREN’S EMERGENCY FUND (SEC. 11) 


The committee has given long and careful consideration to the 
activities of the United Nations International Children’s Emergency 
Fund (UNICEF). The postwar emergency situation which gave rise 
to this ageney is over. The evidence presented shows that the 
organization has embarked upon world-wide projects bevond the scope 
of those who supported it. It has developed into a global empire of 
itsown. Many of the functions which it performs should be handled 
by other spect: alized agencies. 

The United Nations General Assembly has decided to reexamine 
the future of UNICEF in its 1953 session. The authorization reecom- 





MUTUAL SECURITY ACT OF 1952 75 


mended in this bill will make it possible for UNICEF to adjust its 
obligations so that it will not be dependent upon United States 
support after that date 

The ratio of United States contributions to these of other govern- 
ments has been a matter of some misunderstanding. Last year the 
conference report on the third supplemental appropriation bill con- 
tained this benguage: 

Amendment No, 22: Appropriates $5,750,000 instead of $5,000,000 as proposed 
by the House and $7,500,000 as proposed by the Senate. The conferees are 
agreed in approving this figure that the contribution of the United States to this 
program shall not exceed one-third of total funds contributed to the program by 
all countries. 

The committee endorses this condition. To assure compliance and 
reduce uncertainty it has written into the bill a proviso that the 
United States contribution shall not exceed one-third of the contri- 
butions from all governments. ‘All governments” includes the con- 
tributions made both by nonbeneficiary and beneficiary countries. 
In order that the money may be used most effectively the committee 
has added another proviso that will prohibit United States money 
from giving support to identical or similar programs conducted by 


UNICEF and other agencies. 
H. REIMBURSABLE AID (SEC. 8 (B)) 


Section 408 (e) of the Mutual Defense Assistance Act of 1949, as 
amended, permits the United States to furnish military assistance to 
foreign governments on a reimbursable basis. There are at present 
three standards of eligibility. They are: 

(a) Recipient countries are eligible for assistance under title I, IT, 
wr III of the Mutual Defense Assistance Act, or 

(6) The recipient country has joined with the United States in a 
collective defense or regional arrangement, or 

(c) The recipient country is not eligible to join ina collective defense 
or regional arrangement as above, but its ability to defend itself or 
to participate in the defense of the area of which it is a part is important 
to the security of the United States. 

Under clause (¢) above, it is necessary that the country concerned 
shall have first provided the United States with assurances that the 
assistance will be used solely to maintain its internal security, its 
legitimate self-defense or to permit it to participate in the defense of 
the area of which it is a part or in United Nations collective security 
arrangements and measures. In addition, the recipient country 
must give an assurance that it will not undertake any act of aggression 
against any other state. Furthermore, it has been standard policy 
to require nations receiving reimbursable assistance under clause (c) 
above to give assurance to the United States that: 

(a) Any assistance furnished pursuant to the provision will be 
utilized in furtherance of the policies and purposes of the act. 

(b) Title to or possession of any equipment, materials, information, 
or services furnished will not be transferred without the consent of 
the United States. 

(c) Security will be preserved. 

There are two distinct types of transactions authorized by section 
408 (e). The first is transfer or sale from nited States military 
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stocks, and the second is procurement by the United States Govern- 
ment from a commercial source for the benefit of the recipient govern- 
ment. Section 408 (e) requires that the recipient nation shall have 
first made available the fair value before any transfer is made or any 
service is rendered. ‘Transactions of this type frequently require that 
the items to be transferred shall have first been rehabilitated. In such 
cases, the rehabilitation is generally undertaken by the United States 
Government. With respect to the second type of transaction, i. e., 
procurement from nongovernmental sources, section 408 (e) requires 
that the nation shall have first made a dependable undertaking 
consisting of an agreement providing that the recipient country will 
pay the full amount of the contract and insure the United States 
against any loss on the contract and that it shall make funds available 
prior to the time called for by the contract and shall make funds avail- 
able to cover the estimated amount of any damages and costs that 
might accrue from the cancellation of the contract. 

Section 408 (e) specifies that the amount of outstanding contracts 
subject to the dependable undertaking is limited to $500 million at any 
given time. 

Section 8 (b) of H. R. 7005 contains five substantive changes. 
They are: 

The inclusion of all countries eligible for grant assistance among 
those automatically eligible for reimbursable aid. 

The inclusion of authority to furnish reimbursable military 
assistance to SHAPE or to other international headquarters or organi- 
zations (including the European Defense Community). 

The establishment of a waiver procedure which will enable the 
United States to dispense with payment prior to delivery in certain 
selected cases such as Canada and possibly Venezuela. 

The inclusion of rehabilitation work as well as new procurement 
in the dependable undertaking procedure in order to resolve certain 
difficulties which have arisen in regard to the financing of and pay- 
ment for rehabilitation work undertaken by the United States Gov- 
ernment on equipment proposed to be transferred to a foreign gov- 
ernment under this section. 

The raising of the limitation on outstanding contractual obliga- 
tion authority to $700 million. 

1. Eligibility for reimbursable aid 

Section 408 (e) of the Mutual Defense Assistance Act presently 
provides that countries eligible to receive assistance under title I, II, 
or III of that act are automatically eligible for reimbursable aid. 
This excludes certain countries in the Middle East which are not 
covered by the Mutual Defense Assistance Act but which are eligible 
to receive grant assistance under the Mutual Security Act. In order 
that eligibility for reimbursable assistance may be at least co-exten- 
sive with eligibility for grant assistance, section 408 (e) of the Mutual 
Defense Assistance Act is reworded so that countries eligible under 
titles I, I], II, or IV of the Mutual Security Act are automatically 
eligible for reimbursable assistance. 


2. Reimbursable assistance to international military groups 


The question has been raised whether the United States has author- 
ity to sell materials from its military stocks to international head- 
quarters such as SHAPE. Section 408 (e) at present does not provide 
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for the furnishing of military assistance to any entity other than a 
nation. There is legislative authority for the United States to make 
dollar contributions. to SHAPE, but there is no clear legislative 
authority to permit the sale of materials from its military stocks to 
SHAPE. The question whether such a transaction is permissible 
under section 408 (e) is a serious one in view of the fact that SHAPE 
has requirements for equipment which cannot be procured through 
commercial channels, and except on a long-lead-time basis. Most of 
the items required by SHAPE are in the nature of communications 
equipment. The present amendment is intended to grant the United 
States clear legislative authority to furnish military assistance on a 
reimbursable basis to SHAPE. 

At present, the United States would be unable to sell military equip- 
ment to the European Defense Community which, as planned, will be 
a unified defense command exercising broad powers in the field of 
command and logistics. If we accept the proposition that such a 
unified European army is in the interest of the United States, it would 
then appear that authority should be provided for such an inter- 
national army to purchase military supplies directly from the United 
States rather than to purchase through the facilities of the individual 
countries who are members of such an organization. 

It is to be noted, however, that there are certain difficulties inherent 
in the European Defense Community’s purchasing directly from the 
United States in that it is not known whether the Community will 
have financial responsibility. This difficulty is not pertinent to pro- 
curement from stock, however, in that full payment may be required 
prior to delivery. There is a ver y real difficulty, however, in the 
dependable undertaking procedure in that it is not known whether 
the European Defense Community will have sufficient financial 
responsibility to enable it to enter into the dependable undertaking 
procedure. A possible method of avoiding this difficulty is to ask the 
individual member nations to assume responsibility for dependable 
undertakings made by the European Defense Community. 

3. Waiver of payment 

Canada receives no grant aid but procures extensively in the United 
States by way of section 408 (e). The iron-clad requirement that full 
payment is to be made prior to delivery works undue hardships on the 
Canadians in that while it is recognized that the Canadian credit is 
good, the Canadians must, nevertheless, tie up millions of dollars in 
the United States pending delivery of goods procured under section 
408 (e), which is sometimes delayed for several months. Moreover, 
the requirement for payment prior to delivery complicates our ac- 
counting procedures and frequently results in delays in deliveries 
because of the requirement that full delivery shall be made prior to 
transfer. Shipments must be held up and a check must be carefully 
made as to whether actual payment has been received even though the 
shipment is of an insignificant size, which is frequently the case. 
The volume of these transactions makes settlement procedures exceed- 
ingly difficult in that it is impossible to bill the Canadians on a periodic 
basis with a readjustment for any shortages or overages. 
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Where the credit of the countries receiving reimbursable assistance 
is sound and where there is no doubt that the recipient country will 
ultimately pay, it would seem that it would be beneficial to the 
United States to simplify billing and accounting procedures and to 
place the transaction on a commercial-type basis. 

In view of the desirability of restricting the benefits of this revision 
to nations whose credit is sound, the revision is limited in its scope of 
applicability. For example, certain findings must be made by the 
President before it can be invoked. At present, it is contemplated 
that the benefits of the waiver procedure will be extended to Canada 
and possibly to Venezuela. 


Rehabilitation and repair 


As was pointed out, there are two major types of procurement 
under section 408 (e), i. e., procurement from military stocks and new 
procurement. Aleatate provision is made for the furnishing of 
guaranties in the case of procurement from new stocks but no such 
provision for formal guaranties is made in the case of procurement 
from military stocks. Section 408 (e) provides that full payment 
must be made prior to delivery where items are transferred from 
military stocks. Frequently, however, it is necessary to undertake 
major rehabilitation and repair in order to bring the transferred items 
up to a combat-worthy condition. This repair often requires many 
months to complete and, in addition, it is frequently not known 
whether a particular lot of rehabilitated equipment will ultimately 
go to a particular country. 

Under these circumstances, it would be unrealistic to require the 
recipient nation to make a down payment prior to the initiation of 
rehabilitation which would cover the whole cost of the transaction. 
Thus, if Canada were to order a particular lot of rehabilitated tanks, 
it would be necessary that Canada advance the full cost of the trans- 
action many months in advance of a delivery which might at best 
be problematical. On the other hand, it would seem that the United 
States should be given some sort of guaranty before it commits itself 
to undertake rehabilitation work for the benefit of a foreign govern- 
ment. In this connection, it is to be noted that the dependable 
undertaking provides such a guaranty in the case of new procurement. 

The present amendment, therefore, includes rehabilitation work 
under the dependable undertaking procedures. This amendment is 
intended to give clear legislative authority for the United States 
Government to undertake rehabilitation and repair work for a foreign 
government without first receiving the full amount of the contract 
prior to the undertaking of the work. This amendment gives cleat 
authority for the United States to require periodic payments, and 
further spells out the requirements for a firm commitment on the 
part of the recipient government to save the United States free 
against any loss on the work. 


5. Increase in the amount of contractual obligation authority 


Section 408 (e), as originally enacted, provided that the outstanding 
contracts under the de ‘pendable undertaking could not exceed $100 
million at any one time. Section 524 of the Mutual Security Act 
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of 1951 raised the limitation to $500 million. It is now proposed to 
raise the ceiling to $700 million. 

This elevation of the ceiling is justified on the following bases: 

(a) Outstanding contractual obligation authority as of the middle 
of February amounted to $276,699,052. Additional requests pending 
totaled $37,635,339, making a grand total of $314,334,391. 

(6) Anticipated requirements cannot, of course, be estimated accu- 
rately. However, it is understood that the Canadian Government 
desires to purchase. on new orders approximately $100 million worth 
of equipment in the next 18 months. It is indicated, however, that 
in certain circumstances these new defense orders might reach a 
total of $300 million. Assuming the $300 million figure and further 
assuming that $100 million of this amount will be obligated in fiscal 
year 1952 and the balance of $200 million in fiscal year 1953, we arrive 
at a total figure of $614,334,391 in outstanding contractual obligation 
authority pending during fiscal year 1953. 

(c) It is anticipated that Venezuela may purchase as much as $100 
million worth of equipment during the remainder of fiscal year 1952 
and fiscal vear 1953. This would bring the total requirements under 
this section to a grand total of $714,334,391. 

(7) There are also indications that Australia, Pakistan, and Saudi 
Arabia will have substantial requirements for military equipment 
under the dependable undertaking procedure. At present, more than 
50 countries are eligible for reimbursable military assistance and the 
outstanding unfunded requests are approximately $500 million. ‘There 
is, therefore, quite a substantial pressure for the use of the contractual 
obligation method. 

(e) Liquidation of contractual obligation authority increases in 
proportion to the amount of material which becomes available for 
delivery on contracts already placed. The rate of liquidation is at 
present approximately $4 million per month. 

(f) In view of the likelihood of a heavy demand for the furnishing of 
military assistance from new procurement by use of the contractual 
obligation and dependable undertaking method, it is believed that 
the limitation on outstanding contracts should be raised to $700 
million. This is particularly true in view of the fact that present 
outstanding contracts plus the requirements of nations who have a 
high priority at present exceed more than $700 million without taking 
into account the needs and requirements of the rest of the world. 

(g) Finally, it is to be noted that the use of the dependable under- 
taking and the contractual obligation authority imposes no liability 
on the United States. 

It is therefore concluded that the limitation on outstanding con- 
tractual obligation authority under the dependable undertaking 
procedure should be raised to $700 million. 


I. INCREASING AVAILABILITY OF COUNTERPART FOR STRATEGI 
MATERIALS (SEC. 9 (A)) 
Under the existing bilateral agreements, 5 percent of the amount 


deposited is set aside for expenditure for strategic materials and 
other local currency requirements of the United States. In order to 
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make sure that to the extent possible strategic materials are financed 
with counterpart funds, provision is made in section 9 (a) of H. R. 
7905 for the removal of this 5-percent limitation insofar as ‘strategic 
materials are concerned. 


J. CONTINUED UNITED STATES PARTICIPATION IN THE CONTROL OF 
COUNTERPART MADE AVAILABLE ON A LOAN BASIS (SEC. 9 (B)) 
PROVISO 


A special study mission to Germany from the Committee on Foreign 
Affairs reported the following situation with regard to the use of 
counterpart: 

A substantial amount of ECA and MSA counterpart funds in Germany has been 
turned over to German banks to be loaned to industries for development purposes. 
As such loans are repaid, they are reloaned, but the United States no longer retains 
the further right to participate in the disposition of these funds. The subcommit- 
tee recommends that a comprehensive survey of United States policy toward the 
use of counterpart be undertaken to include consideration of an amendment to 


the Mutual Security Act to require continuous participation in detérmining the 
use of counterpart funds, 


This recommendation is carried out in the final proviso of section 9. 
K. STRATEGIC MATERIALS (SEC. 7 (I)) 


The procurement, exploration, and development of strategic mate- 
rials for the supply of the United States is the aspect of the deficiency- 
materials program which is provided for in the Defense Production Act 
of 1950 and is the concern of the Defense Materials Procurement 
Agency. The development of the production of deficiency materials 
in foreign countries to supply nations other than the United States 
has a direct connection with foreign aid. 

First, modern technical developments have created a situation in 
which known world resources fall far short of the demand for a number 
of minerals, such as cobalt. It is in the interest of the United States 
and of all nations to explore and develop all possible sources of such 
items. For example, in the case of iron ore in Morocco, which can 
now be transported only by muleback, railroad construction is ex- 
pected to open up a significant supply for the European steel industry. 
It would benefit the United States to have supplies from these sources 
developed even though none of the ore ever reached the United States. 
The more of them available to other peaceful countries, the less the 
demand for economic help from the United States. 

Second, dollars supplied to a country for developing strategic- 
materials production help its dollar deficit as much as dollars supplied 
for any other purpose. United States aid given to countries with 
undeveloped 1 resources may result in a sort of double benefit. The 
aid brings the immediate advantage of relieving political and economic 
stress and in the future, if world shorts ages of materials are alleviated 
as a result, the United States shares in the benefit. 

Specific authorization for the Director for Mutual Security to 
initiate projects for and assist in procuring and increasing the pro- 
duction of strategic materials in which countries receiving United 
States assistance are deficient is provided in section 7 (i), amending 
section 514. 





MUTUAL SECURITY ACT OF 1952 SI 


L. COORDINATION AND REDUCTION OF REPORTING REQUIREMENTS 
(SEC. 7 (B)) 


The committee felt concern with the volume and variety of reports 
which are prepared by the various United States Government agencies 
and departments which participate in the Mutual Security Program. 
There is a danger that in the transition from recovery operations to 
defense support and in the process of unifying operations under the 
Director for Mutual Security that recurrent reports which have be- 
come obsolete may be continued or that duplication may occur. 
In order to insure the close supervision, coordination, and evaluation 
of all reports in order to reduce reporting requirements, the Director 
for Mutual Security is specifically directed to take over this responsi- 
bility. 








APPENDIXES 





APPENDIX I 
SUMMARY OF HEARINGS 


Testimony regarding the extension of the Mutual Security Program 
opened with a joint session of the Senate Committee on Foreign Rela- 
tions and the House Committee on Foreign Affairs on March 13, 1952. 
At that time, testimony was presented by: Hon. W. Averell Harriman, 
Director for Mutual Security; Hon. Dean Acheson, Secretary of 
State; Hon. Robert A. Lovett, Secretary of Defense; and Gen. Omar 
N. Bradley, Chairman, Joint Chiefs of Staff. Each emphasized the 
importance of the program to the security of the United States and 
of the free world. 

Thereafter, hearings were held separately by the Committee on 
Foreign Relations and the Committee on Foreign Affairs. The wit- 
nesses heard by the House Committee on Foreign Affairs were (1) 
administrators of some part of the policy or responsible for its over-all 
administration; (2) officials whose duties gave them an insight into 
some aspect of the policy; and (3) public-spirited organizations and 
(4) private citizens. 

Beginning with a morning session on March 18, 1952, and con- 
tinuing the morning of March 19, in open session, the Committee on 
Foreign Affairs heard Hon. W. Averell Harriman, Director for Mutual 
Security, discuss in detail the program as it has been operating, par- 
ticularls explaining the funds remaining unexpended under the act 
of 1951; the criteria used in preparing the programs proposed; and 
the types of assistance included therein. Maj. Gen. George H. 
Olmsted, Director of Military Assistance, Department of Defense, 
also was present on March 18, and explained procurement problems 
to the committee. Col. Bernard Thielen, Office of Military Assist- 
ance, Office of the Secretary of Defense, who was present on March 19, 
explained the term ‘“‘combat ready” and its importance in the con- 
sideration of the equipment of troops. 

On March 20, in open session, the committee heard the Secretary 
of State, Hon. Dean Acheson, particularly in connection with his 
direct responsibility for the Technical Cooperation Administration. 
He reiterated that justification for the Mutual Security Program is 
the security of the United States. He emphasized, however, in con- 
nection with the technical assistance program that Americans are 
interested in people as people. His testimony also included informa- 
tion on the need for defense support aid. 

On March 21, the committee met in open session in the morning 
to hear the Secretary of Defense, Hon. Robert A. Lovett, discuss the 
program from a military point of view, including the problems arising 
by reason of tax levies by countries receiving aid; France’s depletion 
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of assets due to the war in French Indochina; delays in delivery of 
equipment; and communism in labor unions in recipient countries. 
Of particular interest to the committee was his explanation of the 
difference between the defense support proposed and economie aid as 
given under the Marshall plan, and also of the unexpended balances 
remaining of funds appropriated under the Mutual Security Act of 
1951. 

Hon. William H. Draper, Jr., United States special representative 
in Europe for the Mutual Security Program, testified before the com- 
mittee on the morning of March 24, in both open and executive 
sessions. He appraised, from his first-hand knowledge, economic 
conditions in Europe and indicated the need for military and defense 
support in Europe. 

Gen. Alfred M. Gruenther, Chief of Staff, Supreme Headquarters, 
Allied Powers, Europe, testified before the committee on 2 days—the 
morning of March 25, in open session, and on March 26, in exec- 
utive session, both morning and afternoon. He was accompanied 
by Col. Bernard Thielen, Office of Secretary of Defense. Using 
charts, General Gruenther outlined the organizational structure of the 
North Atlantic Treaty Organization, telling what SHAPE’s mission 
is, how it is being implemented and the main problems it faces. He 
evaluated the threats facing NATO, described the plans which have 
been devised to meet them and set forth what has been accomplished 
so far. In addition, General Gruenther stressed the fact that the 
program was in the interest of our own defense; any cut proposed, he 
said, should be considered from its over-all effect on the defense of 
the United States. On March 26, Mr. Theodore Tannenwald, Jr., 
Assistant Director and Counsel, Office of the Director for Mutual 
Security, was also present and made a statement regarding offshore 
procurement. 

On March 27, in the morning and afternoon, the committee heard 
an account by Hon. David K. E. Bruce, former United States Am- 
bassador to France and now Under Secretary of State, of the political 
and economic situations in France, particularly as they relate to 
NATO, and including information on the situations in Indochina, 
Tunisia, and Morocco, as well as the extent and influence of communism 
in France. Mr. William L. Tomlinson, Treasury representative, 
American Embassy, Paris, France, who appeared with Mr. Bruce 
before the committee made a statement about the Schuman plan, 
the status of its ratification and the composition of its executive body. 

On the morning of March 28, in an executive session of the com- 
mittee, Gen. Omar N. Bradley, Chairman, Joint Chiefs of Staff, 
accompanied by General Olmsted, Director, Military Assistance 
Program, Office of the Secretary of Defense, gave the committee an 
evaluation of the military situation. He also discussed the funda- 
mental production philosophies. 

On April 1, 1952, the committee met in executive session in the 
morning to hear Hon. William L. Batt, Chief, Special Mission for 
Mutual Security Agency, United Kingdom, accompanied by Brig. Gen. 
Dan Callahan, assistant to Mr. Batt for defense production matters, 
and Mr. Malcolm W. Hogg, program officer, MSA, Special Mission to 
the United Kingdom. At this meeting Mr. Batt explained some of 
the factors retarding Great Britain’s rearmament program and 
her economic situation, particularly her low standard of living, 
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lack of resources, dependence upon trade, and production problems, 
such as, lack of manpower in the coal industry. 

On the afternoon of April 1 the committee reconvened in executive 
session to hear Maj. Gen. William H. Arnold, USA, Chief, Military 
Mission in Turkey, who described the results of aid to Greece, Iran, 
and ‘Turkey, and their importance to the free world. 

In executive session on the morning of April 2 the committee heard 
Hon. W. J. McNeil, Assistant Secretary of Defense, who was accom- 
panied by his assistant, Lyle S. Garlock, Deputy Comptroller, Depart- 
ment of Defense. Mr. McNeil gave the Department of Defense’s 
concept of the military build-up and described the matériel require- 
ments and procurement problems involved in the program. General 
Olmsted was also present at this session and made a statement dif- 
ferentiating the basis of the program for Greece and Turkey from that 
of Western Europe. 

On the morning and afternoon of April 3, 1952, in executive session, 
the committee heard two members of the Committee on the Present 
Danger, a private organization: Hon. Tracy 8S. Voorhees, vice chairman, 
who expressed the views of the Committee on the Present Danger 
in support of the continuation of the Mutual Security Program and 
on two questions—(1) whether the United States can afford the 
Mutual Security Program and (2) whether the Europeans are doing 
their part; and Mr. Goldthwaite H. Dorr, counsel of the organization, 
who also made a statement favoring continuation of the program. 

On the afternoon of April 3, in executive session, the committee also 
heard an explanation of the lending powers of the International 
Monetary Fund by Hon. Frank Southard, Jr., United States Execu- 
tive Director, International Monetary Fund. 

On April 7, 8, and 9, in morning and afternoon executive sessions, 
the attention of the committee was focused on the facts and figures 
underlying the proposed Mutual Security Act extension. This 
presentation was interrupted by the Easter recess, resumed on the 
morning of April 23 and continued the 24th, 25th, and 28th of April. 
It was madé@ by Hon. C. Tyler Wood, Associate Deputy Director for 
Mutual Security, from an over-all point of view, Maj. Gen. George H. 
Olmsted on the military end item and training program, and Mr. Har- 
lan Cleveland, Assistant Director for Europe, Mutual Security 
Agency, in connection with the defense support and economic aspec ts. 
The material was presented on a country-by-country basis—titles I 
through [V—and included dollar breakdowns of military end item 
and of defense support programs as well as statistical supporting data. 

On April 24, the committee also heard in the morning session, Mr. 
Arthur Z. Gardiner, Economic Operations Adviser, Bureau of Near 
Eastern, South Asian and African Affairs, Department of State, on 
the Palestine refugee program and aid to Israel. 

And, on April 28, Mr. Otto K. Hunerwadel, Agricultural Adviser 
to the Shan States in Burma, gave an account to the committee in 
executive session of his experiences in Burma on the technical assist- 
ance programs. He described some of the simple ways in which the 
Burmese could be and were helped to use the resources at hand to 
improve their living conditions. 

In the meantime, just after the Easter recess, on April 22, 1952, in 
open morning and afternoon sessions, the committee heard several 
public witnesses as well as Hon. Andrew N. Overby, United States 
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Director, International Bank for Reconstruction and Development. 
Mr. Overby described the organization of the bank, the nature of its 
loans and the general attitude on international bonds at present. The 
committee was especially interested in hearing his views on the pos- 
sibility of the bank’s financing projects complementary to or now in- 
cluded in the Mutual Security Program. 

Following is a list of the public witnesses who appeared before the 
committee on April 22, and stated the views of themselves or their 

organizations on the proposed Mutual Security Program. John C. 
Lynn, legislative director, and Gwynn Garnett, in charge of foreign 
affairs, American Farm Bureau Federation; Clem D. Johnston, 
director, United States Chamber of Commerce, accompanied by 
Kenneth W. Campbell, manager, Foreign Commerce Department, 
George Coine Smith, director, Government economy program, and 
W. Glenn Campbell, economist; John A. Baker, legislative secretary, 
National Farmers Union; and William S. Whitehead, private citizen. 
In addition, on the afternoon of April 28, Boris Shishkin, economist, 
American Federation of Labor, was heard by the committee. 

Lastly, in morning and afternoon executive sessions on April 29, the 
committee turned its attention to the Point IV program as adminis- 
tered by the Technical Cooperation Administration. The witnesses 
partic ipating in this testimony were Mr. Wood from the Mutual Secur- 
ity Agency, Hon. Jonathan Bingham, Acting Administrator of TCA; 
Hon. Stanley Andrews who has been nominated to succeed the late 
Dr. Henry G. Bennett as Administrator of TCA and who recently com- 
pleted a tour of Point IV areas; Hon. Edward G. Miller, Jr., Assistant 
Secretary of State for Inter-American Affairs; Mr. Kenneth R. Iverson, 
President, Institute of Inter-American Affairs; Mr. E. S. Fryer, Assist- 
ant Administrator for Near East-Africa Development Service, TCA; 
Mr. Arthur Z. Gardiner, Economie Operations Adviser to Assistant 
Secretary for Near Eastern, South Asian and African Affairs, Depart- 
ment of State; and Haldore Hanson, Director, South Asia Develop- 
ment Service, TCA. 

Mr. Bingham outlined the scope, nature, and purposes of the Point 
IV program; while Mr. Andrews discussed the results of the program 
which he observed on his trip covering programs in Libya, Egypt, 
Lebanon, Syria, Jordan, Iran, Iraq, Palestine, India, Afghanistan, and 
Israel. These included introduction of educational. programs in 
Libya and in Iran as well as introduction of better seeds in Jordan and 
digging irrigation ditches in Iraq. 

Messrs. Miller and Iverson added pertinent information about their 
areas, i. e., South America; Mr. Fryer about Iran; Mr. Gardiner about 
Nepal and Mr. Hanson about India. 

Several Members of Congress, who are not members of the Commit- 
tee on Foreign Affairs, appeared before the committee and made 
statements on the Mutual Security Program. On April 28, in open 
session, the committee heard the recommendations of Hon. William 
C. Lantaff, Representative from Florida; Hon. George Meader, Repre- 
sentative from Michigan, and Hon. Francis E. Walter, Representative 
from Pennsylvania. 

In addition, written statements were submitted by others who were 
unable to appear personally before the committee, namely: 

D. P. Buckley, chairman, Government relations committee, Coal Exporters 


Association of the United States, Inc. 
James G. Patton, president, National Farmers Union. 
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Nelson A. Rockefeller. 

J. T. Sanders, legislative counsel, the National Grange. 

Hon. Charles J. Kersten, Representative in Congress from the State of Wisconsin. 

Norman M. Littell, attorney, Washington, D. C. 

James B. Carey, secretary-treasurer of the Congress of Industrial Organizations. 

Detroit Board of Commerce. 

National Foreign Trade Council, Ine. 

Illinois Manufacturers’ Association. 

General Federation of Women’s Clubs. 

League of Women Voters of the United States. 

American Citizens Committee for Economie Aid Abroad. 

American Librarv Association. 

National Council of Churches of Christ in the United States of America. 

Council for Social Action of the Congregational Christian Churches. 

American Association of Social Workers. 

Dr. Lev E. Dobriansky, professor at Georgetown University and president of the 
Ukrainian Congress Committee of America. 

Frederick J. Libby, executive secretary of the National Council for Prevention 
of War. 


APPENDIX II 


SUMMARY OF PRINCIPAL CHANGES MADE BY THE COMMITTEE IN 
H. R. 7005 


Section 2: Adopted Senate language of section 2 which authorizes 
assistance to three designated organizations for unifying Europe 
rather than to any such organization as provided in H. R. 7005 as 
introduced. 

Section 3: Amended Mutual Security Act to mention Spain by 
name as eligible to receive assistance—was eligible previously. 

Cut military authorization by 20 percent from $4,145,000,000 to 
$3,316,000,000 and authorized carry-over of unobligated rather than 
unexpended funds. This latter change was made in all authorizations 
of funds. 

Cut defense support 10 percent from $1,819,200,000 to $1,637,- 
300,000. 

Retained the authority to transfer 10 percent within title I rather 
than the 5 percent proposed in H. R. 7005. 

Karmarked not Jess than $25,000,000 for Spain. 

Section 4: No alteration of amounts in title IT (Near East and 
Africa) but adopted the Senate form of authorization by specifying 
the funds for Arab refugees and for refugees coming to Israel and for 
technical assistance in that area. 

Section 5: Struck out exemption of title III funds from section 
503 of MSA. This means that TCA will have to take over from MSA 
the programs in Burma and Indonesia. 

Section 6: Redesignated area as American republics and non-self- 
governing territories of the Western Hemisphere. 

Provided that no part of the United States contribution to the 
Provisional Intergovernmental Committee for the Movement of 
Migrants from Europe could be used to pay salary or expenses of the 
Director General of such Committee if a former employee of UNRRA 
or TRO. 

Section 7: MSA Act amended to authorize distribution of 50 
supergrades already provided among all departments and agencies 
covered in the program. Some of these may be assigned to Point IV, 
State, and Defense. 
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Required by July 1, 1952, a 10-percent reduction (based on January 
1, 1952, personnel) of personnel other than blue-collar workers and 
technical consultants. 

Director for Mutual Security required to reduce reporting require- 
ments. 

Authorized the transfer of not more than $1 billion of military 
items from United States defense program to foreign nations in 
addition to equipment authorized by this bill. 

Required that not less than $1 billion be earmarked exclusively for 
offshore procurement. 

Authorized total expenditure of not more than $100 million, not 
more than $20 million to any country, without conditions as to 
eligibility. This would permit giving limited assistance to nations 
which we wish to help but which may be afraid to enter into agreements 
with us. 

Authorized Director for Mutual Security to develop strategic 
materials in world deficiency for countries receiving United States 
assistance. 

The Director for Mutual Security required to take suitable and 
appropriate steps to assure effective use by recipient countries 01 their 
own resources for mutual security. 

Provided up to $100,000,000 of counterpart to encourage free 
enterprise. 

Permitted up to $100,000,000 of military production and economic 
and technical assistance funds to be used for subscribing to capital 
of an International Finance Corporation. 

Investment and informational media guaranties continued after 
June 30, 1952, to all areas where United States assistance is granted. 

Required Mutual Seeurity Agency to develop broad criteria for 
guaranties and to conduct study of impediments to private investment 
abroad; Department of State required to accelerate commercial and 
tax treaty program; Technical Cooperation Administration required 
to encourage and facilitate greater participation by industrial groups 
in Point IV programs and to bring investment opportunities in under- 
developed areas to attention of private enterprise. 

Section 9: Required counterpart funds used for loans by recipient 
countries to be redeposited in counterpart special account when loans 
xre repaid so as to give the United States continuing participation in 
their administration. 

Assured that total counterpart fund be available for strategic ma- 
terials without regard to 5-percent limitation. 

Section 11: Authorized $12,000,000 for UNICEF for period ending 
December 31, 1953, on condition that United States contribution not 
exceed one-third of contribution from all governments. None of the 
activities for which these funds are authorized shall duplicate any of 
the activities of other U. N. agencies. 


APppENDIX II] 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIIT of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
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omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


MUTUAL SECURITY ACT OF 1951, AS AMENDED (22 U.S. C, 1651-1712) 
TitLe I—Evurope 


Sec. 101. (a) In order to support the freedom of Europe through assistance 
which will further the carrying out of the plans for defense of the North Atlantic 
area, while at the sa ne time maintaining the economic stability of the countries 
of the area so that they may meet their responsibilities for defense, and to further 
encourage the economic unification and the political federation of Europe, there 
are hereby authorized to be appropriated to the President for the fiscal year 1952 
for carrying out the provisions and accomplishing the policies and purpose of this 
Act— 

(1) not to exceed $5,028,000,000 for assistance pursuant to the provisions 
of the Mutual Defense Assistance Act of 1949, as amended (22 U. S. C. 
1571-1604), for countries which are parties to the North Atlantic Treaty 
and for any country of Europe (other than a country covered by another 
title of this Act), which the President determines to be of direct importance 
to the defense of the North Atlantic arca and whose increased ability to 
defend itself the President determines is important to the preservation of 
the peace and security of the North Atlantic area and to the security of the 
United States (any such determination to be reported forthwith to the Com- 
mittee on Foreign Relations of the Senate, the Committee on Foreign Affairs 
of the House of Representatives, and the Committees on Armed Services 
of the Senate and of the House of Representatives), and not to exceed 
$100,000,000 of such appropriation for any selected persons who are residing 
in or escapees from the Soviet Union, Poland, Czechoslovakia, Hungary, 
Rumania, Bulgaria, Albania, Lithuania, Latvia, and Estonia, or the Com- 
munist dominated or Communist occupied areas of Ger vanyv and Austria 
and any other countries absorbed by the Soviet Union either to form such 
persons into elements of the military forees supporting the North Atlantic 
Treaty Organization or for other purposes, when it is similarly determined 
by the President that such assistance will contribute to the defense of the 
North Atlantie area and to the security of the United States. In addition, 
unexpended balances of appropriations heretofore made for carrying out 
the purposes of the Mutual Defense Assistance Act of 1949, as amended, 
through assistance to any of the countries covered by this paragraph are 
hereby authorized to be continued available through June 30, 1952, and to 
be consolidated with the appropriation authorized by this paragraph. 
Section 408 (ec) of the Mutual Defense Assistance Act of 1949, as amended 
(22 U. S. CG. 1579), is hereby repealed. There is hereby authorized to be ap- 
propriated to the President for the fiscal year 1953 not to exceed $4,145,000,000, 
for assistance pursuant to the provisions of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. 8. C. 1571-1604) to countries eligible for assist- 
ance under this paragraph; and in addition unexpended balances of any appro- 
priations heretofore made pursuant to this paragraph are authorized to be 
continued available for their original purposes through June 30, 1953, and to 
be consolidated with the appropriation hereby authorized. 

(2) not to exceed $1,022,000,000 for assistance pursuant to the provisions 
of the Economie Cooperation Act of 1948, as amended (22 U.S. C. 1501-1522) 
(including assistance to further European military production), for any 
country of Europe covered by paragraph (1) of this subsection and for any 
other country covered by section 103 (a) of the said Economie Cooperation 
Act of 1948, as amended. In addition, unexpended balances of appropria- 
tions heretofore made for carrying out the purposes of the Economie Coopera- 
tion Act of 1948, as amended, are hereby authorized to be continued 
available through June 30, 1952, and to be consolidated with the appropria- 
tion authorized by this paragraph: Provided, That not to exceed $10,000,000 
of the funds made available pursuant to this paragraph may be utilized to 
effectuate the principles set forth in section 115 (e) of the Economic Coopera- 
tion Act of 1948, as amended. There is hereby authorized to be appropriated 
to the President for the fiscal year 1858 not to exceed $1,819,200,000, to carry 
out the purposes and provisions of this paragraph; and in addition unex pended 
balances of appropriations heretofore made pursuant to this paragraph are 
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authorized to be continued available for their original purposes through June 30, 
1958, and to be consolidated with the appropriation hereby authorized. 

(b) Not to exceed 10 per centum of the total of the appropriations granted 
pursuant to this section for the fiscal year 1952, and noi to exceed 5 per centum of 
those granted for the fiscal year 1953, may be transferred, when determined by the 
President to be necessary for the purpose of this Act, between appropriations 
granted pursuant to either paragraph of subsection (a): Provided, That the amount 
herein authorized to be transferred shall be determined without reference to any 
balances of prior appropriations continued available pursuant to this section: 
Provided further, That, whenever the President makes any such determination, 
he shall forthwith notify the Committee on Foreign Relations of the Senate, the 
Committee on Foreign Affairs of the House of Representatives, and the Com- 
mittees on Armed Services of the Senate and of the House of Representatives. 

(c) Unexpended balances of appropriations made available for assistance to Spain 
pursuant to this section by the Act of October 31, 1951 (Public Law 249, Eighiy- 
second Congress), are authorized to be continued cvailable until June 30, 1953. 


Titte II—Near East anp AFRICA 


Sec. 201. In order to further the purpose of this Act by continuing to provide 
military assistance to Greece, Turkey, and Iran, there are hereby authorized to be 
appropriated to the President for the fiscal year 1952, not to exceed $396,250,000 
for furnishing assistance to Greece and Turkey pursuant to the provisions of the 
Act of May 22, 1947, as amended (22 U. S. C. 1401-1410), and for furnishing 
assistance to Iran pursuant to the provisions of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. 8. C. 1571-1604). In addition, unexpended 
balances of appropriations heretofore made for assistance to Greece and Turkey, 
available for the fiscal year 1951, pursuant to the Act of May 22, 1947, as amended, 
and for assistance to Iran pursuant to the Mutual Defense Assistance Act of 1949, 
as amended, are hereby authorized to be continued available through June 30, 
1952, and to be consolidated with the appropriation authorized by this section. 
There is hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $606,370,000, to carry out the purposes and provisions of this section; 
and in addition unexpended balances of any appropriations heretofore made pursuant 
to this section are authorized to be continued available for their original purposes 
through June 30, 1953, and to be consolidated with the appropriation hereby author- 
azed, 

* * * * * * * 

Sec. 203. In order to further the purpose of this Act in Africa and the Near 
East, there are hereby authorized to be appropriated to the President, for the 
fiscal vear 1952, not to exceed $169,000,000 for economic and technical assistance 
in Africa and the Near East in areas other than those covered by section 103 (a) 
of the Economie Cooperation Act of 1948, as amended (22 U. 8. C. 1502). Funds 
appropriated pursuant to this section shall be available under the applicable 
provisions of the Economie Cooperation Act of 1948, as amended (22 U.S. C. 
1501-1522), and of the Act for International Development (22 U. S. C. 1557). 
There is hereby authorized to be appropriated to the President for the fiscal year 1953 
not to exceed $196,000,000, to carry out the purposes and provisions of this section; 
and in addition unerpended balances of any appropriations heretofore made pursuant 
to this section are authorized to be continued availablggfor their original purposes 
through June 30, 1958, and to be consolidated with the appropriation hereby authorized. 

Sec. 204. Not to exceed [$50,000,000] $115,000,000 of the funds authorized 
under section 203 hereof may be contributed to the United Nations during the 
fiscal vear 1952 and 1953, for the purposes, and under the provisions, of the 
United Nations Palestine Refugee Aid Act of 1950 (22 U. 8. C. 1556): Provided, 
That, whenever the President shall determine that it would more effectively 
contribute to the purposes of the said United Nations Palestine Refugee Aid 
Act of 1950, he may allocate any part of such funds to any agency of the United 
States Government to be utilized in furtherance of the purposes of said Act and 
any amount so allocated shall be a part of the United States contribution to the 
United Nations Relief and Works Agency for Palestine Refugees in the Near 
East and shall be so credited by said Agency. 

Sec. 205. In order to assist in the relief of refugees coming into Israel, not to 
exceed [$50,000,000] $126,000,000 of the funds authorized under section 203 
hereof may be utilized during the fiscal year 1952 and 1953, under such terms 
and conditions as the President may prescribe, for specific refugee relief and 
resettlement projects in Israel. 
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Tirte Il[—As1a anp Pactric 


Sec. 301. In order to carry out in the general area of China (including the 
Republie of the Philippines and the Republic of Korea) the provisions of sub- 
section (a) of section 303 of the Mutual Defense Assistanee Act of 1949, as amended 
(22 U. S. C. 1604 (a)), there are hereby authorized to be appropriated to the 
President for the fiscal year 1952, not to exceed $535,250,000. In addition, un- 
expended balances of appropriations heretofore made for carrying out the provi- 
sions of title III of the Mutual Defense Assistance Act of 1949, as amended (22 
U. S. C. 1692-1604), are hereby authorized to be continued available through 
June 30, 1952, and to be consolidated with the appropriation authorized by this 
section. Not to exceed $50,000,000 of funds appropriated pursuant to this section 
(excluding balances of appropriations continued available) may be accounted for 
as provided in subsection (a) of said section 303. There ts hereby authorized to 
be appropriated to the President for the fiscal year 1953 not to exceed $611,230,000, 
to carry out the purposes and provisions of this section; and in addition unexpended 
balances of any appropriations heretofore made pursuant to this section, are hereby 
authorized to be continued available for their original purposes through June 30, 
1953, and to be consolidated with the appropriation hereby authorized. 

Sec. 302. (a) In order to further the purpose of this Act through the strength- 
ening of the area covered in section 301 of this Act (but not including the Republic 
of Korea), there are hereby authorized to be appropriated to the President, for 
the fiscal vear 1952, not to exeeed $237,500,000 for economic and technical 
assistance in those portions of such area wiich the President deems to be not 
under Communist control. Funds ap} opiate ‘d pursuant to authority of this 
section shall be available under the applicable provisions of the Economie Cc oopera- 
tion Act of 1948, as amend d (22 U.S. C. 1501-1522), and of the Act for Inter- 


national Development (22 U. 8. C. 1557). In addition, unexpended balances of 
funds heretofore made Pon le for carrying out the purposes of the China Area 
Aid Act of 1950 (22 U.S. C. 1547), are hereby authorized to be continued available 
through June 30, 19: — and to be consolich ited with the appropriation authorized 
by this section. There is hereby authorized to be appropriated to the President for 


the fiscal year 1953 not aie e4 d $4 18,000,000, to carry out the purposes | and provisions 
of this subsection ind in addition unexpended balances of any appropriations 
heretofore made pursuant i this éuheitlinn are hereby authorized to be continued 
avaiable for their original purposes through June 30, 1953, and to be consolidated 
with the appropriation hereby authorized. Appi ‘opriations made pursuant to this 
subsection may be used without heing limited by section 503 of ‘this Act 


t. 


(b) The third proviso of section 202 of the China Arca Aid Act of 1950 is 


amended bv inserting “and of Korea”’ after “selected citizens of China” the first 
time it appears therein. U’nerpended balances of ailocations heretofore made 6 the 
Secretary of State pursuant to that proviso sh all be continued availiable until expended. 

Sec. 303. (a) Ish erder to provide for a United States ¢ ntribution to the United 


Nations Korean Reconstruction Acency, otal lished by the resclution of the 
General Assembly cf the United Nations cf Dece nber 1, 1950, there are hereby 
autherized to be appropriated to the President for the fiscal year 1953 not to 
exceed $45,000,000. In addition, unoblicated balances cf the appropriations 
heretofore made, and available during the fiscal vear 1951, for assistance to Korea 
uoder authority ef the Far Eastern Economic Assistance Act ef 1950, as amended 
(22 U. S. C. 1548, hereby authorized to be continued available 


thr uch June 30, and to be eonsclidated with the appropriation 







L551, 


autherized by this section. In addition, the United States Department of the Army 
tis hereby authorized to make availatle to the United Nations Korean Reconstruction 
Agency, at the time when that Agency assumes full responsthility for relief and 


rehabilitation in Kore a, goods and services of a vclue not to erceed $67, 500, 000 wh ich 
the Department of the Army then has en hand or on order for ciwilian reltef in Korea 
and which the President determines should be contributed ‘by the United States to the 
United Nations Korean Reconstruction Agenc y for use in its relref and rehahilitation 
operctions in Korea. The value of goods and services made available pursuant to 
the preceding sentence shell he credited toward the contribution to be made by the 
United States to the United Nations Korean Reconstruction Agency. Not to exceed 
50 per centum cf the total ¢f the appropriations auth>rized by this se-tion may, 
when determined by the President to be necessary for the purp»se cf this Act, be 
transferred to and consolidated with the appr )priation authorized by paragraph 
302 (a). 

(b) The sums made available pursuant to subsection (a) may be contributed 
from time to time on behalf of the United States in sueh amounts as the President 
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determines to be appropriate to support those functions of the United Nations 
Korean Reconstruction Agency which the military situation in Korea permits the 
Agency to undertake pursuant to arrangements between the Agency and the 
United Nations Unified Command. [The aggregate amount which may be con- 
tributed on behalf of the United States pursuant to the preceding sentence shall 
be reduced by the value of goods and services made available to Korea by any de- 
partment or agency of the United States for relief and economic assistance after 
the assumption of responsibility for relief and rehabilitation operations in Korea 
by the United Nations Korean Reconstruction Agency.] 

(c) The provisions of subsections 304 (a) and (b) of the United Nations Pales- 
tine Refugee Aid Act of 1950 (22 U.S. C. 1556 (b)) are hereby made applicable 
with respect to Korean assistance furnished under this section. 

(d) Unencumbered balances of sums heretofore or hereafter deposited in the 
special account established pursuant to paragraph (2) of article V of the agree- 
ment of December 10, 1948, between the United States of America and the Re- 
public of Korea (62 Stat., part 3, 3788) shall be used in Korea for such purposes 
as the President determines to be consistent with United Nations programs for 
assistance to Korea and as may be agreed to between the Government of the 
United States and the Republic of Korea. 

(e) The functions of the Administrator for Economic Cooperation under the 
provisions of section 3 of the Far Eastern Economic Assistance Act of 1950, as 
amended (22 U.S. C. 1551), shall hereafter be performed by such departments or 
agencies of the Government as the President shall direct. 


Tirte IV—AmeriIcan REPUBLICS 


Sec. 401. In order to further the purpose of this Act through the furnishing 
of military assistance to the other American Republics, there are hereby authorized 
to be appropriated to the President, for the fiscal year 1952, not to exceed $38, 150,- 
000 for carrying out the purposes of this section under the provisions of the 
Mutual Defense Assistance Act of 1949, as amended: Provided, That such assist- 
ance may be furnished only in accordance with defense plans which are found by 
the President to require the recipient country to participate in missions important 
to the defense of the Western Hemisphere. Any such assistance shall be subject 
to agreements, as provided herein and as required by section 402 of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8. C. 1573), designed to assure 
that the assistance will be used to promote the defense of the Western Hemisphere; 
and after agreement by the Government of the United States and the country 
concerned with respect to such missions, military assistance hereunder shall be 
furnished only in accordance with such agreement. 

Src. 402. In order to further the purpose of this Act among the peoples of the 
American Republics through the furnishing of technical assistance, there are here- 
by authorized to be appropriated to the President, for the fiscal year 1952, not to 
exceed $21,250,000 for assistance under the provisions of the Act for International 
Development (22 U. 8. C. 1557) and of the Institute of Inter-American Affairs 
Act, as amended (22 U. 8. C. 281). 

Sec. 403. In addition to the amounts heretofore authorized and appropriated, there 
are hereby authorized to be appropriated to the President for the fiscal year 1953 not 
to exceed $62,400,000 to carry out the purposes and provisions of section 401 and not 
to exceed $22,000,000 to carry out the purposes and provisions of section 402. In 
addition, unexpended balances of the appropriation heretofore made pursuant to each 
such section are authorized to be continued available for their original purposes through 
June 30, 1953, and to be consolidated with the applicable appropriation authorized 
by this section. 


TitLE V—ORGANIZATION AND GENERAL PROVISIONS 
UNIFIED DIRECTION OF PROGRAM 


Sec. 501. (a) In order that the programs of military, economic, and technical 
assistance authorized by this Act may be administered as parts of a unified pro- 
gram in accordance with the intent of Congress and to fix responsibility for the 
coordination and supervision of these programs in a single person, the President 
is authorized to appoint in the Executive Office of the President a Director for 
Mutual Security. The Director, on behalf of the President and subject to his 
direction, shall have primary responsibility for— 

(1) continuous supervision and general direction of the assistance programs 
under this Act to the end that such programs shall be (A) effectively integrated 
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both at home and abroad, and (B) administered so as to assure that the de- 
fensive strength of the free nations of the world shall be built as quickly as 
possible on the basis of continuous and effective self-help and mutual aid; 

(2) preparation and presentation to the Congress of such programs of 
foreign military, economic, and technical assistance as may be required in the 
interest of the security of the United States; 

(3) preparation for the President of the report to the Congress required 
by section 518 of this Act. 

(b) Except as otherwise provided by this Act, the Director shall not hold any 
other office or employment under the United States and shall not have any other 
responsibilities except those directly related to the coordination, supervision, and 
direction, of the programs covered by this Act or otherwise conferred upon him 
by law. 

(ec) The Director shall be appointed by the President, by and with the advice 
and consent of the Senate, and shall receive compensation at the rate cf $22,500 
pel annum, 

(d) For the purpose of carrying out the provisions of this section, the President 
is authorized to utilize the positions created in subsection 406 (e) of the Mutual 
Defense Assistance Act of 1949, as amended. No person May serve in any such 
position under this subsection while at the same time he is an officer or employee 
of any other department or agency of the Government. 

(e) (1) The fourth paragraph of section 101 (a) of the National Security Act 
of 1947, as amended (50 U. 8. C. 402 (a)), is amended by inserting after clause (4) 
the following: 

“(5) the Director for Mutual Security;” 
and by renumbering clauses (5) and (6) thereof as clauses (6) and (7), respectively. 

(2) Section 4 (a) of Public Law 171, Seventy-ninth Congress, as amended 
(59 Stat. 512), is amended by striking out ‘‘Meonomie Cooperation Administra- 
tion’”’ and inserting in lieu thereof ‘Mutual Security Agency” and by striking out 
“Administrator for Economic Cooperation” and inserting in lieu thereof ‘‘Director 
for Mutual Security m. 

MUTUAL SECURITY AGENCY 


Sec. 502. (a) The Economic Cooperation Administration and the offices of 
Administrator for Economie Cooperation, Deputy Administrator, United States 
Special Representative in Europe, and Deputy Special Representative are hereby 
abolished. 

(b) To assist in carrying out the purpose of this Act 

(1) there is hereby established, with its principal office at the seat of the 
government, a Mutual Security Agency, hereinafter referred to as the Agency, 
which shall be headed by the Director for Mutual Security; and 

(2) there shall be transferred to the Director the powers, functions, and 
responsibilit}jes conferred upon the Administrator for Economic Cooperation 
by the Ecohomie Cooperation Act of 1948, as amended, and by any other 
law, but no such powers, functions, and responsibilities shall be exercised 
after June 30, 1952, except as provided in subsection (ec) of this section. 

(ec) Not later than April 1, 1952, the President shall inform the Committee 
on Foreign Relations of the Senate and the Committee on Foreign Affairs of 
the House of Representatives which of the powers, functions, and responsi- 
bilities transferred to the Director by subsection (b) (2) are found by the 
President to be necessary to enable the Director after June 30, 1952, to carry 
out the duties conferred upon him by section 503. The termination pro- 
visions of section 122 of the Feonomic Cooperation Act of 1948, as amended, 
shall come into effect on June 30, 1952, and none of the powers, functions, 
and responsibilities conferred by that Act shall be exercised after that date, 
except those powers, functions, and responsibilities found necessary to enable 
the Director to carry out the duties conferred on him by section 503 of this 
Act, which powers, functions, and responsibilities unless otherwise provided 
by law shall continue in effect until June 30, 1954. 


ADDITIONAL DUTIES OF DIRECTOR FOR MUTUAL SECURITY 


Sec. 503. After June 30, 1952, the Director, on behalf of the President and 
subject to his direction, shall, in consultation with the Secretaries of State and 
Defense, continue to have primary responsibility for 

(a) the development and administration of programs of assistance designed 
to sustain and increase military effort, including production, construction, 
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equipment and matériel in each country or in groups of countries which 
receive United States military assistance; 

(b) the provision of such equipment, materials, commodities, services, 
financial, or other assistance as he finds to be necessary for carrying out 
mutual defense programs; and | 

(ec) the provision of limited economic assistance to foreign nations for 
which the United States has responsibility as a result of participation in 
joint control arrangements when the President finds that the’ provision of 
such economic assistance is in the interest of the security of the United 
States. 

APPOINTMENT AND TRANSFER OF PERSONNEL 


Sec. 504. (a) To carry out the functions conferred by sections 502 and 503 of 
this Act, there shall be in the Agency a Deputy Director, a Special Representative 
in Europe, and a Deputy Special Representative in Europe, who shall be appointed 
by the President by and with the advice and consent of the Senate, and shall 
have status and receive compensation comparable to the equivalent positions 
under the Economie Cooperation Act of 1948, as amended. 

(b) Any personnel of the Economie Cooperation Administration, upon the 
certification of the Director for Mutual Security and with the approval of the 
Director of the Bureau of the Budget that such personnel are necessary to carry 
out the functions of the Director for Mutual Security, and all records and prop- 
erty of such Administration which the Director of the Bureau of the Budget 
determines are used primarily in the administration of the powers and functions 
transferred to the Director for Mutual Security by this Act, shall be transferred 
to the Mutual Security Agency. 

(ec) Of the personnel transferred to or employed by the Mutual Security 
Agency, not to exceed fifty may be compensated at rates higher than those pro- 
vided for grade 15 of the general schedule established by the Classification Act of 
1949, as amended, and of these, not to exceed fifteen may be compensated at a 
rate in excess of the highest rate provided for grades of such general schedule 
but not in excess of $15,000 per annum. Such positions shall be in addition to 
the number authorized by section 505 of the Classification Act of 1949, as amended. 

(d) On and after January 1, 1952, the number of United States citizens em- 
ployed by the Mutual Security Agency shall be at least 10 per centum less than 
the number employed by the Economie Cooperation Administration on August 
31, 1951: Provided, That the Director for Mutual Security shall cause studies to 
be made from time to time for the purpose of determining whether further reduc- 
tions in personnel are feasible and consistent with the accomplishment of the 
purposes of this Act. 

THE SECRETARY OF STATE 


Sec. 505. Nothing contained in this Act shall be construed to infringe upon 
the powers or functions of the Secretary of State. 


THE SECRETARY OF DEFENSE 


Sec. 506. (a) In the case of aid under this Act for military end items and 
related technical assistance and advice, the Secretary of Defense shall have 
primary responsibility and authority for— 

(1) the determination of military end-item requirements; 

(2) the procurement of military equipment in a manner which permits 
its integration with service programs; 

(3) the supervision of end-item use by the recipient countries; 

(4) the supervision of the training of foreign military personnel; and 

(5) the movement and delivery of military end items. 

(b) The establishment of priorities in the procurement, delivery, and allocation 
of military equipment shall be determined by the Secretary of Defense. The 
apportionment of funds between countries shall be determined by the President. 

(c) Notwithstanding any other provision of law, during the fiscal year 1952 the 
Secretary of Defense may furnish (subject to reimbursement from funds appro- 
priated pursuant to this Act) military assistance out of the materials of war whose 
production in the United States shall have been authorized for, and appropriated 
to, the Department of Defense: Provided, however, That nothing in this Act shall 
authorize the furnishing of military items under this subsection in excess of 
$1,000,000,000 in value. For the purposes of this subsection (1) ‘“‘value” shall be 
determined in accordance with section 402 (c) of the Mutual Defense Assistance 
Act of 1949, as amended, and (2) the term “materials of war’ means those goods, 
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commonly known as military items, which are required for the performance of 
their missions by armed forces of a nation, including weapons, military vehicles, 
ships of war under fifteen hundred tons, aircraft, military communications equip- 
ment, ammunition, Maintenance parts and spares, and military hardware. 


OVERSEAS COORDINATION 


Sec. 507. The President shall prescribe appropriate procedures to assure co- 
ordination among representatives of the United States Government in each coun- 
try, under the leadership of the Chief of the United States Diplomatic Mission. 


RELATLONSHIP TO TECHNICAL COOPERATION ADMINISTRATION AND INSTITUTE OF 
INTER-AMERICAN AFFAIRS 


Sec. 508. Nothing in this Act shall be construed to modify the provisions of 
section 412 of the Act for International Development or the provisions of the 
Institute of Inter-American Affairs Act. 


DETALL OF PERSONNEL TO FOREIGN GOVERNMENTS AND INTERNATIONAL 
ORGANIZATIONS 


Sec. 509. Whenever the President determine it to be consistent with and in 
furtherance of the purpose of this Act, the head of any Government ageney is 
authorized to 

a) detail or assign any officer or employee of his agency to any office or 
position to which no compensation is attached with any foreign government 
or foreign government agenev: Provided, That such acceptance of office 
shall in no case involve the taking of an oath of allegiance to another govern- 
ment; and 

b) detuil, assign, or otherwise make available to any international organi- 
zation in which the United States participates, any officer or employee of his 
agency to serve with or as a member of the international staff of such organi- 
zations, 

Any such officer or emplovee, while so assigned or detailed, shall be considered, 
for the purpose of preserving his privileges, rights, seniority, or other benefits 
as such, an officer or employee of the Government of the United States and of the 
Government ageney from which assigned or detailed, and he shall continue to 
receive compensation, allowances, and benefits from funds made available to that 
ageney out of funds authorized under this Act. 


SECURITY CLEARANCE 


See. 510. No citizen or resident of the United States may be employed, or if 
already employed, may be assigned to duties by the Director or the Secretary of 
State under this Act or the Act for International Development for a period to 
exceed three months unless (a) such individual has been investigated as to lovalty 
and security by the Federal Bureau of Investigation and a report thereon has 
been made to the Director or the Secretary of State, as the case may be, and until 
the Director or the Secretary of State has certified in writing (and filed copies 
thereof with the Senate Committee on Foreign Relations and the House Com- 
mittee on Foreign Affairs) that, after full consideration of such report, he believes 
such individual is loval to the United States, its Constitution, and form of govern- 
ment, and is not now and has never been a member of any organization advocating 
contrary views; or (b) such individual has been investigated by a military intelli- 
gence agency and the Secretary of Defense has certified in writing that he believes 
such individual is loval to the United States and filed copies thereof with the 
Senate Committee on Foreign Relations and the House Committee on Foreign 
Affairs. This section shall not apply in the case of any officer appointed by the 
President by and with the advice and consent of the Senate, nor shall it apply 
in the case of any person already employed under programs covered by this Act 
who has been previously investigated in connection with such employment. 


ELIGIBILITY FOR ASSISTANCE 


Sec. 511. (a) No military, economic, or technical assistance authorized pur- 
suant to this Act (other than assistance provided under section 408 (e) of the 
Mutual Defense Assistance Act of 1949, as amended) shall be supplied to any 
nation in order to further military effort unless the President finds that the supply- 
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ing of such assistance will strengthen the security of the United States and unless 
the recipient country has agreed to— ; : 

(1) join in promoting international understanding and good will, and 
maintaining world peace; ; 

(2) take such action as may be mutually agreed upon to eliminate causes 
of international tension; ; 

(3) fulfill the military obligations which it has assumed under multilateral 
or bilateral agreements or treaties to which the United States is a party; 

(4) make, consistent with its political and economic stability, the full con- 
tribution permitted by its manpower, resources, facilities, and general eco- 
nomie condition to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 

(5) take all reasonable measures which may be needed to develop its defense 
capacities; and a i , 

(6) take appropriate steps to insure the effective utilization of the economic 
and military assistance provided by the United States. ; 

(b) No economie or technical assistance shall be supplied to any other nation 
unless the President finds that the supplying of such assistance will strengthen 
the security of the United States and promote world peace, and unless the recipient 
country has agreed to join in promoting international understanding and good 
will, and in maintaining world peace, and to take such action as may be mutually 
agreed upon to eliminate causes of international tension. 


FUTURE AUTHORIZATIONS 


Sec. 512. In order to carry out the purpose of this Act, with respect to those 
countries eligible to receive assistance as provided herein, funds shall be available 
as authorized and appropriated to the President each fiscal year. 


TRANSFERABILITY BETWEEN TITLES 


Sec. 513. Whenever the President determines it to be necessary for the purpose 
of this Act, not to exceed 10 per centum of the funds made available under any 
title of this Act may be transferred to and consolidated with funds made available 
under any other title of this Act in order to furnish, to a different area, assistance 
of the kind for which such funds were available before transfer. Whenever the 
President makes any such determination, he shall forthwith notify the Committee 
on Foreign Relations of the Senate and the Committee on Foreign Affairs of the 
House of Representatives. In the case of the transfer of funds available for mili- 
tary purposes, he shall also forthwith notify the Committees on Armed Services 
of the Senate and House of Representatives. 


[STRATEGIC MATERIALS 


[Sec. 514. In order to promote the increased production, in areas covered by 
this Act, of materials in which the United States is deficient, not to exceed 
$55,000,000 of the funds authorized to be appropriated pursuant to section 101 (a) 
(2) of this Act may be used pursuant to the authority contained in the Economic 
Cooperation Act of 1948, as amended (22 U. 8. C. 1501-1522).] 


PROTECTION AGAINST ATTACHMENT 


Sec. 515. All countries participating in any United States aid program or in 
any international organization receiving United States aid shall be required to so 
deposit, segregate, or assure title to all funds allocated to or derived from any 
program so that the same shall not be subject to garnishment, attachment, 
seizure, or other legal process by any person, firm, agency, corporation, organiza- 
tion, or government when in the opinion of the Director any such action would 
interfere with the attainment of the objectives of this Act. 


ENCOURAGEMENT OF FREE ENTERPRISE 


Sec. 516. It is hereby declared to be the policy of the Congress that this Act 
shall be administered in such a way as (1) to eliminate the barriers to, and provide 
the incentives for, a steadily increased participation of free private enterprise in 
developing the resources of foreign countries consistent with the policies of this 
Act, (2) to the extent that it is feasible and does not interfere with the achievement 
of the purposes set forth in this Act, to discourage the cartel and monopolistic 
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business practices prevailing in certain countries receiving aid under this Act 
which result in restricting production and increasing prices, and to encourage 
where suitable competition and productivity, and (3) to encourage where suitable 
the development and strengthening of the free labor union movements as the 
collective bargaining agencies of labor within such countries. 


PATENTS AND TECHNICAL INFORMATION 
Sec. 517. (a) As used in this section 
(1) the term “invention”? means an invention or discovery covered by a 
patent issued by the United States, and 
(2) the term “information” means information originated by or peculiarly 
within the knowledge of the owner thereof and those in privity with him, 
which is not available to the public and is subject to protection as property 
under recognized legal principles. 
b) Whenever, in connection with the furnishing of any assistance in furtherance 
of the purpose of this Act 
(1) use within the United States, without authorization by the owner, 
shall be made of an invention, or 
(2) damage to the owner shall result from the disclosure of information 
by.reason of acts of the United States or its officers or employees, 
the exclusive remedy of the owner of such invention or information shall be by suit 
against the United States in the Court of Claims or in the District Court of the 
United States for the district in which such owner is a resident for reasonable and 
entire compensation for unauthorized use or disclosure. In any such suit the 
United States may avail itself of any and all defenses, general or special, that might 
be pleaded by any defendant in a like action. 
ce) Before such suit against the United States has been instituted, the head of 
the appropriate department or agency of the Government, which has furnished 
any assistance in furtherance of the purpose of this Act, is authorized and em- 
powered to enter into an agreement with the, claimant, in full settlement and 
compromise of any claim against the United States hereunder. 
(d) The provisions of the last sentence of section 1498 of Title 28 of the United 
States Code shall apply to inventions and information covered by this section. 
e) Except as otherwise provided by law, no recovery shall be had for any 
infringement of a patent committed more than six years prior to the filing of the 
complaint or counterclaim for infringement in the action, except that the period 
between the date of receipt by the Government of a written claim under sub- 
section (c) above for compensation for infringement of a patent and the date of 
mailing by the Government of a notice to the claimant that his claim has been 
denied shall not be counted as part of the six years, unless suit is brought before the 
last-mentioned date. 
REPORTS 


Src. 518. The President, from time to time while funds appropriated for the 
purpose of this Act continue to be available for obligation, shall transmit to the 
Congress, in lieu of any reports otherwise required by laws continued in effect by 
this Act, reports covering each six months of operations in furtherance of the 
purpose of this Act, except information the disclosure of which he deems incom- 
patible with the security of the United States. The first such report shall cover 
the six-month period commencing on the date this Act becomes effective. Reports 
provided for under this section shall be transmitted to the Secretary of the Senate 
or the Clerk of the House of Representatives, as the case may be, if the Senate or 
the House of Representatives, as the case may be, is not in session. 


LOCAL CURRENCY 

Sec. 519. [(a)] Upon a determination by the Director that it will further the 
purpose of this Act, not to exceed $10,000,000 of the funds made available pur- 
suant to section 203 of this Act and not to exceed $25,000,000 of funds made 
available pursuant to section 302 of this Act may be advanced out of funds made 
available for assistance under the Economic Cooperation Act to countries covered by 
said sections in return for equivalent amounts of the currency of such countries 
being made available to meet local currency needs of the aid programs in such 
countries pursuant to agreements made in advance with the United States: 
Provided, That except when otherwise prescribed by the Director as necessary 
to the effective accomplishment of the aid programs in such countries, all funds 
so advanced shall be held under procedures set out in such agreements until used 
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to pay for goods and services approved by the United States or until repaid to the 
United States for reimbursement to the appropriation from which drawn. 

(b) In order to assist in carrying out the provisions of the Economic Coopera- 
tion Act of 1948, as amended, not to exceed $50,000,000 of funds made available 
under the authority of this Act for assistance pursuant to the provisions of the 
Economie Cooperation Act of 1948, as amended (22 U.S. C. 1501-1522), may be 
used to acquire local currency for the purpose of increasing the production of 
materials in which the United States is deficient. 


GUARANTIES 


Sec. 520. Funds realized from the sales of notes pursuant to section 111 (e) (2) 
of the Economie Cooperation Act of 1948, as amended, shall be available for 
making guaranties of investments in accordance with the applicable provisions 
of sections 111 (b) (8) and 111 (ec) (2) of the Economie Cooperation Act, as 
amended, in any area in which assistance is authorized by this Act. 


ADMINISTRATIVE EXPENSES 


Sec. 521. Funds made available for carrying out the provisions of title I of this 
Act shall be available for United States participation in the acquisition or con- 
struction of facilities in foreign eountries for collective defense: Provided, That no 
part of such funds shall be expended for rental or purchase of land or for payment 
of taxes. Such funds shall also be available for the administrative expenses of 
carrying out the purposes of all of the titles of this Act, including expenses incident 
to United States participation in international security organizations and expenses 
in the United States in connection with programs authorized under the Act for 
International Development. Any currency of any nation received by the United 
States for its owr use in connection with assistance furnished by the United States 
may be used by any ageney of the Government without reimbursement from any 
appropriation for the administrative and operating expenses of carrying out the 
purpose of this Act. Funds made available for carrying out the purpose of this 
Act in the Federal Republic of Germany may, as authorized in subsection 114 (h 
of the Economic Cooperation Act of 1948, as amended (22 U. 8. C. 1512 (h)), 
be transferred by the President to any department or agency for the expenses 
necessarv to meet the responsibilities and obligations of the United States in the 
Federal Republic of Germany. 

[Loans 


[Sec. 522. Section 111 (c) of the Economic Cooperation Act of 1948, as amended 
(22 U.S. C, 1501-1522), is hereby amended by adding a new paragraph as follows: 

([‘‘(3) Of the assistance provided under the applicable provisions of this Act 
with funds made available under the authority of the Mutual Security Act of 1951, 
as great an amount (in no event less than 10 per centum) as possible shall be 
provided on credit terms.’’] 


USE OF COUNTERPART 


Src. 523. Section 115 (b) (6) of the Economie Cooperation Act of 1948, as 
amended (22 U.S. C. 1513 (b) (6)), is hereby amended by 

(a) inserting in the second proviso thereof after “‘wealth’’ the following: 
“for the encouragement of emigration pursuant to subsection (e) of this 
section” 

(b) adding in the last clause of the second proviso ‘‘and operating” after 
“administrative” ; 

(ec) striking from the last clause of the second proviso ‘‘within such 
country”; 

(d) substituting in the fourth proviso the words ‘‘upon termination of 
assistance to such country under this Act’’ in place of the words ‘‘on June 
30, 1952’’; and 

(e) adding at the end thereof the following new sentences: ‘‘The Admin- 
istrator shall exercise the power granted to him by this paragraph to make 
agreements with respect to the use of the funds deposited in the special ac- 
counts of ‘participating countries’ (as defined in section 103 (a) hereof) and 
anv other countries receiving assistance under the Mutual Defense Assistance 
Act of 1949, as amended, in such a manner that the equivalent of not less 
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than $500,000,000 of such funds shall be used exclusively for military pro- 
duction, construction, equipment, and matériel in such countries. The 
amount to be devoted from each such special account for such use shall be 
agreed upon by the Administrator and the country or countries concerned.”’. 





RETURN OF EQUIPMENT 


Sec. 524. The President shall make appropriate arrangements with each na- 
tion receiving equipment or material under the Mutual Defense Assistance Act 
of 1949, as amended (other than equipment or material furnished under terms 
requiring the nation to reimburse the United States in full therefor), for the re- 
turn to the United States (1) for salvage or scrap, or (2) for such other disposi- 
tion as the President shall deem to be in the interest of mutual security, of any 
of such equipment or material as is no longer required for the purposes for which 
originally made available. 

REIMBURSABLE AID 


Sec. 525. Section 408 (e) of the Mutual Defense Assistance Act of 1949, as 
amended (22 U. 8. C. 1580), is hereby amended by adding in the first proviso 
thereof, after the words ‘‘of which it is a part’’, the words ‘‘or in United Nations 
collective security arrangements and measures’’, and by changing the figure at 
the end of such section 408 (e) to ‘‘$500,000,000’’. 


EXCESS EQUIPMENT 


Sec. 526. The proviso in the first sentence of section 403 (d) of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8S. C. 1574 (d)), is hereby 
amended to read as follows: ‘‘Provided, That after June 30, 1950, such limitation 
shall be increased by $250,000,000 and after June 30, 1951, by an additional 
$300,000,000’’. 

CONGRESSIONAL COMMITTEE EXPENSES 

Sec. 527. Section 115 (h) of the Economie Cooperation Act of 1948, as amended 
(22 U.S. C. 1513 (h)) is amended by inserting before the period at the end thereof 
a comma and the following: “including local currency requirements of appropriate 
committees of the Congress engaged in carrying out their duties under section 136 
of the Legislative Reorganization Act of 19467’, 


UNITED NATIONS TECHNICAL ASSISTANCE 


Sec. 528. The Act for International Development is amended 
(a) By adding before the period at the end of section 404 (b) the following: 
Provided, That for the fiscal vear ending June 30, 1952, such contributions 
from funds made available under authority of sections 101 (a) (2), 203, 302, and 
402 of the Mutual Security Act of 1951 shall not exceed in the aggregate $13,000,- 
000, and the use of such contributions shall not be limited to the area covered 
by the section of the Act from which the funds are drawn’’. 

(b) By adding at the end of section 407 a new paragraph: 

“(d) Participating countries shall be encouraged to establish fair labor standards 
of wages and working conditions and management-labor relations.” 

(c) By repealing section 414. 


at 


TERMINATION OF ASSISTANCE BY PRESIDENT 


Sec. 529. If the President determines that the furnishing of assistance to 
any nation 
a) is no longer consistent with the national interest or security of the 
United States or the policies and purpose of this Act; or 
(b) would contravene a decision of the Security Council of the United 
Nations; or 
c) would be inconsistent with the principle that members of the United 
Nations should refrain from giving assistance to any nation against which 
the Security Council or the General Assembly has recommended measures 
in case of a threat to, or breach of, the peace, or act of aggression, 
he shall terminate all or part of any assistance furnished pursuant to this Act. 
The function conferred herein shall be in addition to all other functions here- 
tofore conferred with respect to the termination of military, economic, or technical 
assistance. 
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EXPIRATION OF PROGRAM 


Src. 530. (a) After June 30, 1954, or after the date of the passage of a con- 
current resolution by the two Houses of Congress before such date, none of the 
authority conferred by this Act or by the Mutual Defense Assistance Act of 1949, 
as amended (22 U. 8. C. 1571-1604) may be exercised; except that during the 
twelve months following such date equipment, materials, commodities, and serv- 
ices with respect to which procurement for, shipment to, or delivery in a recipient 
country had been authorized prior to such date, may be transferred to such coun- 
try, and funds appropriated under authority of this Act may be obligated during 
such twelve-month period for the necessary expenses of procurement, shipment, 
delivery, and other activities essential to such transfer and shall remain available 
during such period for the necessary expenses of liquidating operations under 
this Act. 

(b) At such time as the President shall find appropriate after such date, and 
prior to the expiration of the twelve months following such date, the powers, 
duties, and authority conferred by this Act and by the Mutual Defense Assistance 
Act of 1949, as amended, may be transferred for the purpose of liquidation to 
such other departments, agencies, or establishments of the Government as the 
President shall specify, and the relevant funds, records, property and personnel 
may be transferred to the departments, agencies, or establishments to which the 
related functions are transferred. 


EFFECTIVE DATE 


Src. 531. Sections 502 (a), (b) (2), and section 504 (b) of this Act shall take 
effect on such date or dates as the President shall specify, but in no event later 
than sixty days after the date the Director first appointed takes office. Section 
511 shall take effect ninety days after enactment of this Act: All other provisions 
of this Act shall take effect upon the date of its enactment. 

Src. 532. The provisions of section 119 of the Economic Cooperation Act of 1948, 
as amended (22 U. 8S. C. 1517), shall apply to the performance of functions authorized 
by this Act. 

Sec. 533. Notwithstanding section 2 of the Act of July 31, 1894 (5 U. 8. C. 62), 
any retired officer of any of the services mentioned in title 37 of the United States Code 
may hold any office or appointment under this Act, and receive compensation in 
accordance with the provisions of the Act of June 30, 1932 (5 U. 8. C. 59a). 

Sec. 534. In order to encourage further the movement of migrants from European 
countries having surplus population, there is hereby authorized to be appropriated to 
the President $10,000,000 for use in making contributions for the calendar year 1953 
to the Provisional Intergovernmental Committee for the Movement of Migrants from 
Europe established at Prussels, Pelgium, on December 5, 1951, or to any successor 
organization. 

Sec. 535. The authority to pay ocean freight charges on shipments of relief supplies 
and packages under subsection 117 (c) of the Economic Cooperation Act of 1948, as 
amended (22 U.S. C. 1515 (c)), shall be continued and may be exercised after June 
30, 1952, by any department or agency of the Government that the President may 
designate: Provided, That not to exceed $2,800,000 are authorized to be appropriated 
to the President for the fiscal year 1953 for use in paying ocean freight charges under 
subsection 117 (c) of the Economic Cooperation Act of 1948, as amended. 





MUTUAL DEFENSE ASSISTANCE ACT OF 1949, AS AMENDED 
(22 U. 8. C. 1571-1604) 


« * * * 4 * * 
Sec. 403. (a) * * * 
* * * * * * * 


(d) Not to exceed $450,000,000 worth of excess equipment and materials may 
be furnished under this Act or may hereafter be furnished under the Act of May 
22, 1947, as amended: Provided, That after June 30, 1950, such limitation shall be 
increased by $250,000,000 and after June 30, 1951, by an additional $300,000,- 
000[.], and after June 30, 1952, by an additional $200,000,000. For the purposes 
of this subsection, the worth of any excess equipment or materials means either 
the actual gross cost to the United States of that particular equipment or materials 
or the estimated gross cost to the United States of that particular equipment or 
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materials obtained by multiplying the number of units of such particular equip- 


ment or materials by the average gross cost of each unit of that equipment or 
materials owned by the furnishing agency. 


* * * + * * * 
Sxc. 408. (a) * * * 
* * * ~ * * * 


(e) (1) [The] the President may, from time to time, in the interest of achieving 
standardization of military equipment and in order to provide procurement 
assistance Without cost to the United States, transfer, or enter into contracts 
for the procurement for transfer of, equipment, [materials] materials, or serv- 
ices to: (A) nations eligible for assistance under title I, II, [or III of this Act, ] 
III, or IV of the Mutual Security Act of 1951, or (B) a nation which has joined 
with the United States in a collective defense and regional arrangement, or (C) 
any international military organization or headquarters when, in the opinion of 
the President, such assistance will further the purposes of this Act, or [(C)] (D) 
any other nation not eligible to join a collective defense and regional arrange- 
ment referred to in clause (B) above, but whose ability to defend itself or to 
participate in the defense of the area of which it is a part, is important to the 
security of the United States: Provided, That prior to the transfer of any equip- 
ment, Materials, or services to a nation under this clause [(C)] (JD), it shall 
provide the United States with assurance that such equipment, materials, or 
services are required for and will be used solely to maintain its internal security, 
its legitimate self-defense, or to permit it to participate in the defense of the 
area of which it is a part, or in United Nations collective security arrange- 
ments and measures, and that it will not undertake any act of aggression against 
any other state: Provided further, That, in the case of any such transfer, the 
President shall forthwith notify the Committee on Foreign Relations of the 
Senate, the Committees on Armed Services of the Senate and of the House of 
{epresentatives, and the Committee on Foreign Affairs of the House of Rep- 
resentatives. 

(2) Whenever equipment or material is transferred from the stocks of, or serv- 
ices are rendered by, any agency, to any nation or international organization as 
provided in paragraph (1) above, such nation 9r international organization shall 
first make available the fair value, as determined by the President, of such equip- 
ment, materials, or services before delivery or, when the President determines it to 
be in the best interests of the United States, within sizly days thereafler. The fair 
value for ihe pur pose of this parag apt shall not be less for the various categories of 
equipment or materials than the [‘‘value’’] value as defined in subsection (c) of 
section 403: Provided, That with respect to excess equipment or materials the fair 
value may not be determined to be less than the value specified in paragraph 1 
of that subsection plus (a) 10 per centum of the original gross cost of such equip- 
ment or materials; (b) the scrap value; or (c) the market value, if ascertainable, 
whichever is the greater. Before a contract is entered into, or rehabilitation work is 
underlaken, such nation shall (A) provide the United States with a dependable 
undertaking to pay the full amount of such contract or the cost of such rehabilitation 
which will assure the United States against any loss on the contract, or rehabilita- 
tion work, and (B) shall made funds available in such amounts and at such times 
as may be necessary to meet the payments required by the contract or the reh_ bili- 
tation work in advance of the time such payments are due, in addition to the esti- 
mated amount of any damages and costs that may accrue from the cancellation 
of such contract or rehabilitation work: Provided, That the total amount of out- 
standing contracts under the subsection, less the amounts which have been paid 
the United States by such nations, shall at no time exceed [[$500,000,000] 
$700,000 000, 


* * * * * * * 





ACT FOR INTERNATIONAL DEVELOPMENT 


* * ” . 7 * + 
Sec. 404. (a) * * * 
+ * + * + * + 


(b) Within the limits of appropriations made available to carry out the pur- 
poses of this title, the President is authorized to make contributions to the 
United Nations for technical cooperation programs carried on by it and its 
related organizations which will contribute to accomplishing the purposes of 
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this title as effectively as would participation in comparable programs on a bilateral 
basis. The President is further authorized to make contributions for technical 
cooperation programs carried on by the Organization of American States, its 
related organizations, and by other international organizations: Provided, That 
for the fiscal year ending June 30, 1952, such contributions from funds made 
available under authority of sections 101 (a) (2), 203, 302, and 402 of the Mutual 
Security Act of 1951 shall not exceed in the aggregate $13,000,000, and the use 
of such contributions shall not be limited to the area covered by the section of 
the Act from which the funds are drawn. Provided further, That for the fiscal 
year 1958 not to exceed $17,000,000 is authorized to be appropriated to the President 
for use in making contributions under this subsection. 
* * * o* * * * 


Src. 413. In order to carry out the purposes of this title 

[(a)] The President shall appoint, by and with the advice and consent 
of the Senate, [a person] an Administrator for Technical Cooperation, who, 
under the direction of the President or such other officer as he may designate 
pursuant to section 412 hereof to exercise the powers conferred upon him 
by this title, shall be responsible for planning, implementing, and managing 
the programs authorized in this title. He shall be compensated at a rate 
fixed by the President without regard to the Classification Act of 1949 but 
not in excess of [$15,000] $16,000 per annum. The President may also 
appoint, by and with the advice and consent of the Senale, a Deputy Administrator 
for Technical Cooperation who shall perform such functions as the Adminis- 
trator shall designate, and shall be Acttng Administrator for Technical Coopera- 
tion during the absence or disability of the Administrator or in the event of a 
vacancy in the office of the Administrator. The Deputy Administrator shall 
receive compensation at a rate fixed by the President without regard to the Classi- 
fication Act of 1949 but not in excess of $15,000 per annum. 


Appenpbix IV 
SECTION-BY-SECTION ANALYSIS 


The enacting clause contains the title of the act, “Mutual Security 
Act of 1952.” 

Section 2.—-This section gives strong emphasis to the view of the 
Congress that European military and economic unification, and even- 
tual political federation, are of critical importance to strength, security, 
and peace in the North Atlantic area. It puts the weight of the 
Mutual Security Program behind European efforts toward unity. In 
particular, it permits the Director to provide assistance, both military 
and defense support, and in the case of defense support also to furnish 
funds, to three specific European organs of unification: NATO, the 
Schuman Plan Organization, and the organization which may result 
from current discussions concerning a European Defense Community. 

This section, as recommended by the committee, is identical with 
the section reported by the Senate Foreign Relations Committee in 
S. 3086. 

Section 3 (a).—This section includes Spain by name as being eligible 
to receive assistance under section 101 of the Mutual Security Act. 

Section 3 (b).—This section authorizes new appropriations of $3,316,- 
000,000 for military assistance to Western Europe. It also continues 
available for this purpose balances of prior appropriations unobligated 
at June 30, 1952, or subsequently released from obligation. In other 
subsequent authorization sections the provision for carry-over is 
expressed in this manner. Funds carried over may be used for their 
original purposes. 

Section 3 (c).—This section authorizes the appropriation of $1,636,- 
300,000 for economic and defense support assistance to European 
countries (including Greece and Turkey), and for economic assistance 
to Austria and Trieste. 
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Section 3 (d).—This section authorizes carry-over of unexpended 
‘balances of last year’s appropriation for assistance to Spain, and sets 
aside for assistance to Spain no less than $25 million of the funds 
newly authorized under sections 3 (b) and (ce) of this bill. 

Section 4 (a).—This section authorizes the appropriation of $606,- 
370,060 for military assistance to Greece, Turkey, and Iran, and sub- 
ject to thé provisions of section 202 of the Mutual Sec urity Act, to 
other countries of the Near East and Africa. 

Section 4 (6).—This section authorizes the appropriation of $55,000,- 
000 for economic and technical assistance for the Near East and Africa. 

Section 4 (c)—This section authorizes contribution of $65,000,000 
for U nited Nations Palestine refugee relief, and an appropriation of 
$76,000,000 for assistance to Israel under the terms of section 205 
of the Mutual Security Act of 1951. To the extent that funds author- 
ized by this section cannot be effectively used for Arab refugees or for 
refugee assistance to Israel, they may be added to the funds appro- 
priated for economic and technical assistance under the preceding 
section. 

Section 5 (a).—This section authorizes the appropriation of $611,- 
230,000 for military and other assistance to countries in Asia and the 
Pacific. 

Section 5 (b).—This section authorizes the appropriation of $408 
million for economic and technical assistance for Asia and the Pacific. 
Use of these funds is limited by the provision of section 503 of the 
Mutual Security Act of 1951, which provides that economic assistance 
after June 30, 1952, shall be for the purpose of carrying out mutual 
defense programs. The effect of this is that programs in Burma and 
Indonesia (where there are at present no mutual defense programs) 
can no longer be carried on, as they are at present, under the authority 
of the Economic Cooperation Act. Programs in those countries after 
June 30, 1952, can be conducted under authority of the Act for Inter- 
national Development. 

Section 5 (c).—This section clarifies the point that funds previously 
appropriated for assistance to Chinese and Korean students in the 
United States continue available until expended. 

Section 5 (d).—This section continues available for authorization 
and appropriation through fiscal 1953 the $45 million authorized by 
the Mutual Security Act of 1951 but not appropriated last year for the 
United Nations Korean Reconstruction Agency (UNKRA). 

Section 5 (e)—This section continues available through fiscal 1953 
unexpended balances of funds made available last year from earlier 
appropriations for UNKRA. 

Sections 5 (f) and (g).—These sections substitute a new provision 
for the present set-off provision in subsection 303 (b) of the Mutual 
Security Act of 1951. The existing language requires the United 
States contribution to UNKRA authorized by section 303 to be 
reduced by the value of relief assistance supplied to Korea after 
UNKRA starts operations in Korea. The new provision expressly 
authorizes the Department of the Army, when UNKRA assumes full 
responsibility for relief and rehabilitation in Korea, to turn over to 
UNKRA up to $67,500,000 worth of the goods and services it has 
on hand or on order for Korean relief; and it requires that the value 
of goods and services contributed to UNKRA from this Army “pipe- 
line” be credited against the total ameunt the United States is pledged 
to contribute to UNKRA. The contribution from the pipeline would 
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thus be in addition to any cash contribution made to UNKRA out 
of appropriations authorized by section 303 only to the extent that 
the President determines such pipeline contribution should be made. 

Section 6.—This section amends section 402 of the Mutual Security 
Act of 1951 to permit assistance pursuant to the Act for International 
Development to be furnished to non-self-governing territories in the 
Western Hemisphere as well as to the American Republics. It also 
authorizes the appropriation of $62,400,000 for military assistance 
and $22,000,000 for technical assistance in the title 1V area. 

Section 7 (a).—This section repeals section 522 of the Mutual 
Security Act of 1951 which required that at least 10 percent of the 
total amount of assistance supplied under the Economic Cooperation 
Act should be in the form of loans. 

Section 7 (6)—This section amends section 501 of the Mutual 
Security Act of 1951, relating to the coordinating and supervising 
responsibilities of the Director for Mutual Security, by requiring him 
to supervise, coordinate and evaluate reporting by the various govern- 
mental agencies conducting operations under that act, with a view to 
preventing duplication and insuring a reduction of reporting require- 
ments to the minimum essential for effective operation. 

Section 7 (c)—This section amends section 504 (c) of the Mutual 
Security Act of 1951 to permit the departments and agencies carrying 
on activities under the Mutual Security Act of 1951 to draw upon the 
50 special positions above GS-15 provided for by that section. 
These positions will be more useful to the Mutual Security Program 
as a whole if the Technical-Cooperation Administration and the 
Departments of State and Defense can use these positions for carrying 
out the program, and not just the Mutual Security Agency, as 
heretofore. 

The amendment neither creates an additional number of special 
positions nor does it decrease the existing number. Thus, the excep- 
tion of “appointments authorized by law to be made by the President” 
is designed to make it clear that this amendment will not affect the 
four positions created by section 406 (e) of the Mutual Defense 
Assistance Act and referred to in section 501 (d) of the Mutual 
Security Act of 1951. 

Section 7 (d).—This section requires a further reduction of person- 
nel. Within 90 days of the enactment of this bill the total number 
of United States citizens engaged in the Mutual Security Program 
must be reduced by at least 10 percent below the January 1, 1952 
level of employment. Excepted from this provision are (a) Defense 
Department personnel engaged in the manufacturing, repair, re- 
habilitation, packing, handling, crating, or delivery of matériel, and 
(6) civilian employees not paid from administrative expense appro- 
priations for the Mutual Security Program. 

Section 7 (e).—This section amends section 506 (c) of the Mutual 
Security Act of 1951 so that the Secretary of Defense may furnish, 
without reimbursement from Mutual Security appropriations, military 
assistance in an amount up to $1 billion out of materials of war whose 
production in the United States shall have been authorized for and 
appropriated to the Department of Defense. 

Section 7 (f).—This section provides that not less than $1 billion of 
military assistance funds shall be expended for procurement of military 
end items from sources outside the United States. 
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Section 7 (g).—This section adds a new subsection (c) to section 
511 of the Mutual Security Act of 1951. The new provision requires 
the Director for Mutual Security, in the interest of effective utilization 
of United States resources for stimulating and accelerating positive 
accomplishments toward mutual security, to take whatever steps he 
may find suitable or appropriate to assure effective use by countries 
receiving assistance under the Mutual Security Act of their own 
resources, including fiscal and budgetary, for mutual security. It also 
requires him, in making assistance available under the act, to take into 
account the progress made by such countries in the utilization of their 
resources for mutual security. It is anticipated that, in discharging 
his responsibilities under this provision, the Director will take into 
account the use of a country’s resources, including counterpart funds, 
in relation to the specific objec tives of the assistance being provided 
under the « act to eac ‘h particular country. 

Section 7 (h)—This section authorizes the President to supply a 
limited quantity of assistance without regard to conditions of eligi- 
bility otherwise applicable, when he determines that such assistance 
is important to the security of the United States. The committee 
considered it important to provide for some flexibility to deal with 
emergency situations and to provide limited amounts of assistance in 
circumstances which do not warrant the negotiation of agreements. 

Section 7 (i)—This section amends section 514 of the Mutual 
Security Act of 1951 by deleting the present provision authorizing 
the use of up to $55,000,000 of defense support funds under title I for 
the promotion of increased production of materials in which the 
United States is deficient. It replaces this with a provision making 
clear the authority of the Director to initiate projects for, and assist 
in procuring and stimulating increased production of, materials in 
short supply among nations receiving United States assistance. It is 
the purpose of this new provision to reduce the drain on United States 
resources occasioned by the Mutual Security Program and to assure 
the production of adequate supplies of essential raw materials for the 
collective defense of the free world. 

Section 7 (7).—This section amends section 516 of the Mutual 
Security Act by adding a new subsection which contains three require- 
ments: (1) The Mutual Security Agency, in cooperation with private 
business groups and appropriate Government agencies, must broaden 
its guaranty criteria so as to facilitate the participation of private 

capital in guaranties. The Agency must alsé conduct a thorough 
study of impediments and obstacles to private investment abroad, 
followed by recommendations to the Director for Mutual Security. 
(2) The Department of State must accelerate a program of negotiating 
arrangements with recipient countries and include therein provisions 
to stimulate the flow of private investment. (3) The Technical 
Cooperation Administration must award more private contracts to 
private industry and find and draw the attention of private enterprise 
to investment and development opportunities in underdeveloped 
areas. 

Section 7 (k).—This section is a perfecting amendment designed to 
clarify the meaning of section 519 (a) of the Mutual Security Act 
of-1951 by specifying that it does not apply to funds available under 
the Act for International Development which has separate authority 
in this respect.. Section 519 (a) permits use of a limited part of the 
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sums appropriated for economic and technical assistance in the title 
II and title III areas to acquire foreign currencies needed for the 
MSA programs in those areas. 

Section 7 (l).—This section adds a number of new sections to the 
Mutual Security Act of 1951. 

(1) A new’section 532 is added, which provides that section 119 of 
the Economic Cooperation Act shall apply to all operations or func- 
tions carried on under the Mutual Security Act of 1951. Section 119 
of the Economic Cooperation Act gives the President the power to 
exempt functions carried on under that act from laws which govern 
contracting by agencies of the United States and from laws regulating 
the expenditure of Government funds, so that section 532 allows 
exemption from these laws by Presidential order, of any of the func- 
tions or activities carried on under the Mutual Security Program, 
e. g., the offshore procurement program. ‘These laws constitute im- 
pediments to the conduct of vital functions under the Mutual Security 
Program that are quite unlike domestic programs of the United States 
Government to which the laws primarily relate. 

(2) Title 5, United States Code, section 62, prohibits any retired 
officer of the Army, Navy, and other uniformed services, whose retire- 
ment pay is $2,500 a year, or more, from holding any other office or 
position under the United States Government, unless specially author- 
ized by law. The proposed new section 533 would give this special 
authority, and would thus allow the Mutual Security Program to call 
upon the experience and skill of retired military officers. The pro- 
posed section would also permit a retired officer given a civilian position 
in the Mutual Security Program to elect to receive either his retired 
pay or the pay of his civilian position or both, if they do not exceed 
$3,000, as permitted generally by the terms of the statute set out at 
title 5, United States Code, section 59 (a). 

(3) The new section 534 authorizes funds for United States contribu- 
tions to the Provisional Intergovernmental Committee for the Move- 
ment of Migrants from Europe (PICMME). Paragraph 101 (a) (2) 
of the Mutual Security Act of 1951 permits not to exceed $10,000,000 
of the funds appropriated for economic assistance in the title I area to 
be used to encourage emigration in accordance with the terms of 
section 115 (e) of the Economic Cooperation Act. These funds have 
been allocated for contributions to PICMME for its calendar year 
1952 needs. The new section authorizes the appropriation of $10 
million for contributions to PICMME for its calendar year 1953 
needs. The new funds will remain available for obligation until the 
end of calendar year 1953. None of the United States funds may be 
used to pay the salary or expenses of the PICMME Director General 
if he was ever employed by UNRRA or IRO. 

(4) The new section 535 permits the Director for Mutual Security 
to make available, from any of the funds authorized under this act for 
defense support, economic, or technical assistance, not more than 
$100 million as a subscription to the capital of an International 
Finance Corporation which may be formed as an affiliate of the 
International Bank for Reconstruction and Development. The pur- 
pose is to increase private enterprise and investment participation in 
developing the resources of the Mutual Security Program areas. 

(5) The new section 536 empowers the President to continue for 
the duration of the Mutual Security Program the relief-package 








106 MUTUAL SECURITY ACT OF 1952 


subsidy program, which has been carried on up to now by ECA and 
MSA, through any department or agency of the Government he may 
designate. The section is necessary to prevent the lapse of the relief- 
package program as a consequence of the President’s finding, under 
section 502 (c) of the Mutual Security Act of 1951, that it is not 
necessary to continue the function of paying ocean freight on ship- 
ments of relief packages provided for in section 117 (c) of the Economic 
Cooperation Act, after June 30, 1952. The new section also authorizes 
the appropriation of funds to carry out the relief-package program 
oe a year 1953. 

) The new section 537 requires that the program of investment 
a {irsancrcntne media guaranties be continued after June 30, 1952. 
The authority to continue informational media guaranties has been 
found by the President, pursuant to section 502 (c) of the Mutual 
Security Act of 1951 to be unnecessary for the Mutual Security 
Agency’s operations. The committee found that continuance of this 
program was valuable in the national interest of the United States. 
The section therefore requires the program to be continued through 
such department or agency as the President may designate. 

Section 8.—This section contains amendments to the Mutual 
Defense Assistance Act of 1949. 

(a) The Mutual Defense Assistance Act contains a limitation on the 
total amount of military equipment and materials that can be furnished 
under that act to other countries from excess equipment or materials 
the United States has on hand. The first subsection of section 8 
amends section 403 (d) to raise by $200,000,000 the amount of excess 
equipment that can be furnished during the term of the Mutual 
Security Program. The original limitation in the Mutual Defense 
Assistance Act was in the amount of $450,000,000. To this there were 
added annual increments of $250,000,000 and $300,000,000 for the 
fiscal years 1951 and 1952, respectively. Section 8 (a) thus raises the 
cumulative limitation to $1,200,000,000. 

(6) Subsection 8 (b) amends section 408 (e) of the Mutual 
Defense Assistance Act to make several necessary substantive changes. 
Section 408 (e) now permits the Defense Department to furnish 
military equipment and materials to certain eligible foreign govern- 
ments, either by way of transfer from existing military stocks or by 
entering into procurement contracts on behalf of the foreign govern- 
ment, in return for cash reimbursement, before delivery of the value 
of the materials and equipment. The changes made by the amend- 
ments are as follows: 

(1) First, all countries eligible for grant military assistance under 
titles I through IV of the Mutual Security Act of 1951 are made 
eligible to receive materials and equipment under section 408 (e). 
As the section now stands, countries not eligible for grant military 
assistance under titles 1, 11, and ILI of the Mutual Defense Assistance 
Act are not eligible for assistance under section 408 (e) unless (a) they 
have joined with the United States in a collective defense arrange- 
ment or, (6) if ineligible to join such an arrangement, their military 
strength is important to United States security. This has had the 
practical effect of excluding from eligibility under section 408 (e) 
certain countries in the Near East and Latin America, which are, 
however, eligible for grant military assistance. The amendment 
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removes the paradoxical situation of our being able to give, but not 
sell, arms to these countries. 

(2) Second, language is added explicitly permitting military 
assistance to be furnished on a reimbursable basis to international 
military organizations or headquarters, such as SHAPE or the 
proposed European Defense Community. This would give express 
authority for the Defense Department to sell equipment to SHAPE 
or EDC from military stocks or to buy equipment for those organi- 
zations under the terms of section 408 (e). 

(3) Third, an amendment is made which would avoid the present 
strict requirement of payment before delivery when the President 
decides it is in the best interest of the United States. It is intended 
that exceptions will be made from the requirement of payment in ad- 
vance only in the case of countries buying large amounts of military 
equipment from the United States or in other cases of special urgency. 
Payment would be required within 60 days after delivery in any case 
and, of course, the United States would insist upon a firm commit- 
ment from the country or international organization getting delivery 
in advance of payment, to pay the full amount within 60 days. The 
amendment will avoid the present situation where countries must tie 
up large amounts of money in the United States pending actual deliv- 
ery of “goods under section 408 (e). In most cases the recipient gov- 
ernment or international organization would be required to deposit in 
advance amounts necessary to cover accessorial charges, such as those 
for packing, handling, crating, and transportation. 

Fourth, section 408 (e) is amended to require a “dependable 
undertaking” from a country receiving equipment from military stocks 
that has to be rehabilitated to put it into combat-worthy condition. 
Under the section as it stands, it is required that the value of goods and 
services furnished under section 408 (e) must be paid for in cash before 
delivery. It seems prudent also to require that the United States have 
a firm commitment from a country which has asked to buy materials 
or equipment that it will bear the expense of modernizing it or putting 
it into good repair. This would make unnecessary an advance deposit 
of cash by the recipient government or international body to cover the 
cost of services rendered in rehabilitating equipment. As a rule, cash 
progress payments would be required as rehabilitation work advances. 

Fifth, as it now stands, section 408 (e) puts a ceiling of $500,- 
000,000 on the total value of procurement contracts that the Defense 
Department can enter into to buy new equipment and materials or 
to obtain services for the benefit of other governments under section 
408 (e). The amendment increases the amount to $700,000,000. 

Section 9 (a).—This section provides that recipient countries must 
furnish the United States with whatever amounts of local currency 
from the counterpart accounts may be used to purchase, for United 
States use, materials in which the United States is deficient or poten- 
tially deficient. 

Section 9 (b).—This section would set aside not less than $100 million 
of counterpart funds belonging to participating countries for use in 
carrying out the provisions of section 516 of the Mutual See urity Act 
of 1951. 

Section 10.—This section amends the Act for International Develop- 
ment in two respects: (a) It adds a proviso to section 404 (b), author- 
izing $17,000,000 in fiscal year 1953 appropriations to be used for 
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making contributions pursuant to that section in support of United 
Nations or other multilateral technical assistance programs; (6) it 
amends section 413 (a) of the Act for International Development to 
authorize the appointment by the President of an Administrator and 

Deputy Administrator for Technical Cooperation, to head up the 
administration of the point IV program. The Administrator and 
Deputy Administrator would be subject to Senate confirmation “and 
would receive $16,000 and $15,000 salaries, respectively. 

Section 11.—This section authorizes appropriations to enable the 
President to contribute not to exceed $12,000,000 to the United Na- 
tions International Children’s Emergency Fund during the period 
between the passage of this act and December 31, 1953. The latter 
date is the terminal date provided in Resolution No. 417 of the Fifth 
Session of the United Nations General Assembly. The section con- 
tains a proviso that contributions shall be made in such a manner as to 
give assurance that the vw ill not exceed 33 percent of contributions 
from all governments, mcluding those given by governments for the 
benefit of persons within their own territories. The committee has 
also inserted a requirement in the section that these funds shall not be 
used to duplicate activities of other agencies of the United Nations. 
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